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The Honorable Mike Kreidler

Washington State Insurance Commissioner
P.O. Box 40255

Olympia, Washington 98304

Dear Commissioner Kreidler:

Pursuant to vour instructions znd in compliance with the statutory requirements of RCW
48.03.010 and procedurcs promulgated by the National Association of [nsurance
Commissioners and the Office of the Insurance Commissioner (QIC), an examination of the
market conduct affairs has been performed of

Aetna Health of Washington Inc., NAIC #47060
Aetna Health Inc.. NAIC 795484
600 University Street, Suile 1400
Scattle. Washington 93101

[n this report, Aetna Health of Washinzton Inc. is referred to as "HCSC.” Aetna Health Inc. is
referred 10 as “HMO.” Collectively these entitics are referred to as “the Companies,”

This report of exanunation is respectfully submitted.
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CHIEF EXAMINER'S REPORT CERTIFICATION and ACKNOWLEDGEMENTS

This examination was conducted in accordance with Office of Insurance Conunissioner and
National Association of Insurance Commissioners market conduct examination procedures.
Nancy L. Barnes, AIE, ACS, George J. Lazur, AIE, CPCU, and Charlotte F. Wright of the
Washinglon State Office of Insurance Commissioner performed this examination and
participated in the preparation of this report.

The examiners wish to express appreciation for the courtesy and cooperation extended by the
personnel of Aetna Health of Washington Ine. and Aetna Health Ine. during the course of this
markel conduct examination.

I ceruly that the following is the report of the examination, that I have reviewed this report in
conjunction with pertinent exanunation work papers. that this report meets the provisions for
such reports preseribed by the Office of Insurance Commnussioner, and that this report 18 true
and correct o the best ol my knowledpge and belicl

Wl #r i
Leslie A. Krier. AIE, FLMI

Chiel Market Conduct Examiner
Office of the Insurance Commissioner
State of Washington
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FORWORD

This examination was completed by applying tests to each examination standard. East test
applied during the examination is stated in this report and the results are reported. Exceptions
are noted as part of the comments for the applied test. Throughout the report, where cited.
RCW refers to the Revised Code of Washington, and WAC refers 1o Washington
Administrative Code.

Scope
Tune Frame
The examination covered the Companies’ operations from January 1, 2000 through December
31. 2001. This was the first market conduct exam:nation of Actna Health of Washington Inc.
and Aetna Health Inc. This examination was performad both in the Seattle QIC office and on-

site al the Companies’ offices in Seattle, Washington and Fresno. California.

Matters Examined

The examination included a review of the following areas:

Company Operations & Management Advertising

Agent Activity Claims

Complainrs Rate and Contract Administration
Member Contructs and Handbooks Underwriting

Provider and Admunistrarive Contracts Claims

Sampling Standards

Methodology

In gencral. the sampi¢ for cach test utilized in this examination falls within the following
guideiines:

92 % Confidenice Level

+i- 3 Y% Muthematical Tolerance,
Regulatory Standards

Sampies are tested for compliance with standards established by the OIC. The tests applied 1o
sampled data will result in an error ratio, which determines whether or not a standard is met, I
the error ratio found in the sample s, generally, less than 5%, the standard will be considercd
as “mel.” The standard in the arca of agent licensing and appointment will not be met if any

Astmg Health Tne/Actna Health of Washingmon Ine Page §
Markel Cornduct Examination as of December 21, 2001
Aetra Amendad Fraal doc




violation is identified. The standard in the arca of filed rates and forms will not be met if any
violation is identificd. This will also apply when all records are examined, in licu of a sample.

For those standards, which look for the exislence of wntten procedures, or a process to be in
place, the standard will be met based on the examiner’'s analvsis of those procedures or
processes. The analysis will include a determination of whether or not the company follows

established procedures.

Standards will be reported as Passed (without Comment), Passed with Comment or Failed. The
definition of each category follows:

Passed
Passed with Comment

Failed

Acma Heaith Inc. Actma H=:4I1I'-LT}'1"_‘~#':;sh1ns_:tm: Lne.

There were not findings for the standurd.

The records reviewed fell within the tolerance level far that
standard.

e records reviewed fell outside of the tolerance level
established for the standard.
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COMPANY OPFRATIONS AND MANAGEMENT
Company History

Aema Health of Washington Inc. (HCSC) and Aetna Health Inc. (HMO) are indircet, wholly
owned subsidiaries of Actea ne {Aetna).

HCSC was eriginally registered as Ethix Care, Inc. on November 17, 1994, On January 1,
1996, Ethix Care changed its name to NYLCare Plus, Inc. The name was changed again on
February 14, 1996 1o NYLCare Health Plans Northwest, Inc. In 1996, Actna merged with U.S.
Healthcare, and on August 14, 1998, Aetna acquired NYLCare Health Plans. Prudential
Healthcare was acquired by Aetna August 6, 1999,

HMO was originally registered as Virginia Mason Health Plan, Inc. on December 26, 1985, On
October 7, 1997, Aetna scquired Virginia Mason Health Plan, Inc. Documentation was filed
with the Secretary of State on November 3, 1997 to rename this entity Actna U.S. Healthcare
Inc.

On April 3, 2002, HCSC and HMO filed documentation to change their names [rom Aetaz
U.S. Healthcare of Washington Inc. and Aemna U.S. Healthcare Inc. to Aetna Health of
Washington Inc, and Actna Health Inc., respectively. The name changes were effective May 1,
2002,

Company Management & Operations

A Board of Directors governs the Comparies, The Board mecels on a guarter!y hasis to discuss
issues and to conduct oversight of operations of the Companies. Minutes from all meetings are
maintained in the Woodland Hills, California offices. The current Board of Directors for both
HCSC and HMO is:

Milton Dorian Schwarz, M.D., Regional Medical Dircctor
Norman Seabrooks, Director of Business Development
Ellen Suzanne Daly, President of Aetna Health Inc. and Aetna Health of WA Ine.

The members of the Board of Directors are elected by a majority of the votes cast at the annual
meeting of shareholders of HCSC and MO to one-vear terms. Each director holds office until
the next succeeding annual meeting or until his successor has been elected and gualified.

The examiners reviewed the Companies’™ Certificates of Authority, Articles of [ncorporation
and Bylaws. The examiness found the Articles of Incorporation and the Bylaws to be in order.

Operations for the Western Region, which includes Washinglon state operations. are conducted
in the followirg locations: Biue Bell, Pennsylvamia; Seatle, Washingion; San Ramon,
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Caiiforma; Rancho Cucamenga, California; Fresno, California; Woodland Hills, California;
Twvler, Texas, Houston, Texas,

Territory of Operations

During the examination period, HCSC and HMO operated in 2| counties in Washington State.
Primary care physicians are located in all counties in which the Companies operate. These
counties are: Clallam, Gravs Hurbor, King, Kitsap, Lewis, Mason, Pierce, Skagit, Snohomish,
Thurston. and Walla Walla. Specialists are also available o plan members in these counties
along with specialists in ten (19) additional counties: Benton, Columbia, Cowlitz, Island,
Jefferson. Kitnitas, San Juan, Spokane, Whatcom, and Yakima

The examuners did not find any evidence that the Companics are operating outside of their
stated territory of operation,
Findings

The [ollowing Company Operatiors & Mapagement Standards passed without comment:

L # Company Operations & \rlsu']:gamenr-_Standnrd erl‘fErl:m:E

h The Company is required to be registered with the Office | HCSC Reference

| of Insurance Commissioner prior to acting as a health care E{{“ 48.44.015(1)
i service contractor or health maintenance organization in @ HMO Reference

 the State of Washington, [ RCW 4846.027(1)

The following Company Operations & Management Standard failed:

B

# Company Operations & Vanagement Standard Reference
I-I | The Company is required to report to the O1C any changes | HCSC Reference
to the registration documents, including Articles of | RCW 48,44.013

Incorporation, Byvlaws. and Amendments at the same as | HMO Reference

. | submitting such documents to the Secretary of State. RCW 48.46.012
'3 ! 'The Company is governed by a board nominated and  HCSC Reference i
1 elected by the voting members or enrolled participants and | None

providers, and afforded a meaningful role in policy making [ INO Reference

, of the Company. At least one-third of the board shall | RCW 48.46.030(2),
‘ consist of consumers who are representative of the enrolled  ROW 48.46.070

population. i L
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Company Operations & Management Standard #2:

A Certificate of Administrative Dissolulion was issued by the Secretary of State on May 26,
2000 to Aetna Heaith Inc (HMO). The dissolution was elfective January 24, 2000 due 1o
fatlure 1o file an annual list of efficers and submit license renewal within the time frame set
forth by law. An Application for Reinstatement was submitted on May 26, 2000 and approved
by the Secretary of State. A copy of the Application for Reinstatement was nat submitted to the
O1C as required by RCW 48 46012,

Company Operations & Management Standard #3:

The HMO board is curremily comprised of three (3} members, All of the members are
employed by the Companies. The Companies state that Mr, Scabrooks is representative of the
consumer population as he is an enrolled panticipant of the plan. However, his employment
with the Companies as Director of Business Development represents a conflict of interest. The
enrolled participants cannol he assured a meaningful role in policy making if all board
members are emplovees of the Companies.

I'he following General Examination Standards passed withoul comment:

fT?- ' General F.xamination Standard - Reference ]
| 1 | The Company does business in good faith. and practices | HHCSC/HMO Reference |

honesty and equity in all transactions. ! RCW 48.01.030 ]
3 | The Company mav not discourage members from HCSC/HMO Reference
contacting the OIC and may not discriminate against those | WAC 284-30-572(2)
| members that do contact the OIC. » ! -}

The following General Exam:nation Standards [ailed:

[% T General Fxamination Standard ‘Reference

2  The Company must lacilitate the examination process by | HCSC Reference
providing its accounts, records. documents and files to the | RCW 48.03.030(1),
| examiners upon request. | RCW 48.44.145(2)
~HMO Reference
‘ ‘ RCW 48.03,030(1).
|'_ I RCW 48.46.120(2)

Creneral Examination Standard £2:

The Companies were not able o readily preduce documents requested by the examiners, Of
the 21 additional information recuests, the Companies reguired exiensions on |1 in order to
gather the requestad items. When pressed to give the examiners a reason for the delay in
getting them materials, the Companies stated that it was difficult to coordinate berween their
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administrative arcas. The exanuners found that many operational functions were handled in
muitiple locations. One of the best examples of this is that advertising matenals are created in
Bliue Bell, PA. They are printed in Texas. They are distributed in the California and
Washington offices. Boecause this changes on a reguiar basis, the Companies did not know
where to locate the materials the examiners requested.

This caused a delay in the examination process as the Companies were not able to readily and
easily produce documents for review. The Companies also admitted to “losing”™ documents
between the offices. Thus, certain files or documents were not available to the examiners.

The Companies were not able to produce the following files for the examiners:

e The Companics stated that 12 of the compluint files requested by examiners could not
be located in storage. or that svstem data had been purged.

s Three (3) of the new and renewal business files requested were either missing or did
not contain complete information

¢ The Companies could not produce thres (3) of the provider contract files that were
selected for review and could not provide the examiners with an explanation.

e One (1) file was mussing from the claim sample. The explanation given to the
examiners was that after 18 months claim records are archived and the Companies were
unable to locate the archived records.

ADVERTISING

The Companies’ advertising materials are prepared in the Marketing Communications
Department in Blue Bel!, Pennsyivania, This department also creates and maintains the
Companies” website. The advertising material used in Washingtorn State i1s maintained at and
distnibuted by the Regional Marketing Communications department in Rancho Cucamonga,
Calilomia,

The Companies provided a list o' 79 1tems in the advertising file. A randem sample of 30 items
was selected from this list for review. The sample was selected using ACL software and was
based on NAIC Marke! Conduct Examirers Handbook guidelines.

In the sample of 50 advertising pieces, taree (3) items were not used in the State of
Washington. Of the remaining 47 1ems. 42 were used to advertise both HCSC and HMO.
Three (3} were used exclusively for HCSC, and two (2) were used exclusively for HMO. All of
these items were in compliance with the advertising standards.

In addition te the sample materials, the examiners revicwed the Companies’ intemnet website.
The website contains information for beth HCSC and HMO. The information is of an
mstitutional advertising naturs, The website allows access 1o plan information in sach slate.
Brief descroiptions of the plans and the availability of the plans in geographic locations arc
Actna Health Inc. Aetma Health of Washngror e o P_ng-: 0
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included, Members can locate physicians, check claim status, request identification cards,
oblain benefit summaries, contact customer service persennel, and access general health and
wellness information. Agents can obtain information concerning licersing and appointment,
compensation, and contact salcs offices.

The Compantes have established a quality manusgement program in order to monitor standards
of health care and measure enrollee satisfaction. Plan-specific HEDIS (Health Emplover Data
Information Set) and CAHPS (Consumer Asscssment of Health Plans Survey) results are
published on a “report card.” This information 15 communicated 1o members via member
newsletlers, Newsletters are mailed quarterly. Identical information may alse be obtained from
the Companies’ websile,

Findings

The following Advertising Standards passed without comment:

#  Advertising Standard 1 Reference

I The Company cannot advertise a plan to prevent illness or | HCSC/HMO Reference

promote health unless a) the clinical preventive benefits | RCW 48.43.510(5).
are the same as the basic health plan: b) it monitors and | WAC 284-43-820(5)
reports annually to enrollees on standards of health care
| and satisfaction of enrollees; ¢) makes available its plan to
| identify and manage the most prevalent diseases within its
enrolled population on request.

2 | No advertising may contain any false, deceptive or  HCSC Reference
misleading information | RCW 48.44.110

| HMO Reference
_ | RCW 48.46.400

'3 | The Company cannot make misleading comparisons with | HCSC Reference
i other companies to induce the consumer to change from ROW 48.44,140
another HOSC or HMO. HMO Reference
TRCW 48.40.410

4 | The C ompany complies with the Washington Disability | HCSC/HMO Reference
Insurance Advertising Regulations. WAC 284-50-010
through
: WAC 284-50-230
"6 | The Company must comply  with all health plan | HCSC/HMO Reference |

' disclosnres as required by regulation. WAC 284-43-820

7 | The Company cannot misrepresent the terms. benefits, or | HCSC Reference
! advantages of the contract. ' RCW 48.44.120
1 ! MO Reference
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| Reference

# | Advertising Standard

WAC 284-50-050, RCW

] 48.46.060(2) and (3)
8 The Company cannot guarantee future dividends or | HCSC Reference |
luture refunds except in group contracts ROCW 48.44.130
experience refund provision. - HMO Reference
= ) . None
(9 | No HMO may use the words “insurance: “casualty™, | HCSC Reference
. “surety™, or “mutual” to describe itself in its advertising | None
| materials. HMO Reference
) ROCW 48.46.110(1)
10 | No advertisement can contain any type of endorsement of | HCSC Reference
any state or government agency. See Standard #4 =
HMO Reference

RCW 48.46.310

(WAC 284-50-140)

The following Advertising Standard passed with comment:

A{Iverﬂ.si'ng Standard

Reference

4
E

|

The Company maintains a complete advertising file.

| HCSC/HMO Reference

WAC 284-50-200

Advertising Standard #5:
Alter the inttial sample was provided, the Companies notified the exarmners that the file was
not complete, The examiners were subseguently provided with a copy of an advertisement that
appearcd in the New York Times on February 4, 2000, This institutional advertisement was for
HMO.

The examiners also found thar the Companies® website is not listed as a part of its advertising
file. Draft pages of the information maintained on the website should be maintained in the file.

Since these advertiscments were not included in the original listing of items in the advertising
file, the Companics have not maintained a complete advertising file as required by WAC 284-
§0-200.

See Appendix 1.
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COMPILAINTS
Procedures

The Companies provided the examiners with a capy of its Appeals and Grievances Procedures
in use during the examination peniod. The procedures include three (3) levels of process and
include definitions of all terms. The process 1s accurately deseribed in the procedures.

The Customer Service L'nit handles al! routine inquires and verbal (ielephone) complaints.
This is the first level of the process, There are four {4) steps to this level. A description of this
process can be found in the examiners work papers, The Regional Grievance and Appeals Unit
(GAU) handles all grievances and appeals

Grievances and appeals of an urgent/cmergent nature may be expedited. The process of an
expedited appeal is facilitated either verbally or in writing via telephone, mail. or facsimile.
Expedited gnevances and appeals are coordinated by the GAU and the Companies’ medical
director.

At all levels of the process, data is documented and maintained on the Companies™ compulter
syslem.

Complaint File Review

The Companics provided the cxaminers with a copy of their verbal complaint database. The
Companies also provided the examiners with copies of their grievances database and appeals
database. During the examination period. the Companies logged:

e 464 verbal complaints
o 404 grievances
e 924 appeals

The examiners sclected a random sample of 50 files from each category for review. One (1)
file in the appeals sample concernad the Basic Health Plan and was removed [rom the sample
because it fell outside the scope of the examination. This lefl 149 files reviewed by the
examiners.

The following charts show the reasons and dispositions of the 149 complaints, grievance and
appeal files:
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Verbal Complaints

Type Number | Overturned | Upheld No Withdrawn | Insufficient
Decision Data
Balance Billing 3 3 0 0 0 0
Benefits 5 0 3 2 0 0
Claim Handling 3 3 0 0 0 0
Eligibility 3 1 0 2 0 0
File Not Found 0 0 0 0 0 0
PCP/Network 7 0 1 6 0 0
Adequacy
Policyholder 10 1 1 8 0 0
Service
Preauthorization 2 0 0 2 0 0
Provider 0 0 0 0 0 0
Reimbursement
Referrals 3 2 0 1 0 0
Rude Provider 14 0 0 14 0 0
Total 50 10 5 35 0 0
Grievances
Type Number | Overturned | Upheld No Withdrawn | Insufficient
Decision Data
Balance Billing 3 2 0 1 0 0
Benefits 2 1 0 1 0 0
Claim Handling 17 12 2 3 0 0
Eligibility 4 3 1 0 0 0
File Not Found 1 0 0 0 0 |
PCP/Network 6 5 0 1 0 0
Adequacy
Policyholder 3 3 0 0 0 0
Service
Preauthorization 3 2 0 1 0 0-
Provider 1 0 0 1 0 0
Reimbursement
Referrals 10 6 0 4 0 0
Rude Provider 0 0 0 0 0 0
Total 50 34 3 12 0 1
Aetna Health Inc./Aetna Health of Washington Inc. Page 14
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Appeals

| Type Number 1 Overturned ’ Upheld |  No Withdrawn | Insufficient |
| . Decision ~_Data
Balance Billing 0 0 __' 0 0 0 i 0
| Bepells & L o4 2 0 i 0 ! |
Claim Handling | 9 ' 7 2 0 0 0
Eligibility |4 | E 3 = 0 0 0 |
| File Not Found (0 0 | o 0 : 0 51 0
| PCP/Network ~ 2 1 1 0 ' 0 | 0 1
CAdequacy | | .’

Policyholder 4] S T ‘ 0 0 [ 0
Service = : - ~ :
Preauthonzation 2 - | 1 0 0 ‘ 1 0 |
' Provider 0 | 0 o T o | 0 0 |
Reimbursement : ; l '
| Referrals 0" [~ 8§ [ S 0 0 = 0 ‘
_Rude Provider ) 1] 0 ]-_ 0 () | 0 -
Total BETH 33 | 14 0| i | |

There were 77 files (51.7%) that had the initial determination overtumed. The examiners
discovered several fuctors contributing to the volume:

Avtna Health Inc./ Azt Health of ‘.‘v'u'.xlniul-,'.rm Ine.

The Companics’ Claim Processing Guidelines (2001) instruct processors to adjudicate
claims from non-participating providers at rates less than [00% of the Companies’
usual, customary and reasonable (L'CR) amounts. These issues are only overtumed if
the provider or member contacts the Companies. If the provider contacts the
Companies, a claim would be reprocessed at 100%, of UCR. Upen additional cantact by
the provider or member, claims are reprocessed and paid in [ull, This practice is
discriminatory. Only when the Companies are contacted are additional claims payments
made.

Many of the complaints, appeals, and grievances reviewed concerned the choice of
selecting or changing prinary care physicians (PCP). Members may select or change
their PCP in one of three wavs: enrollment card, contacling customer service via
telephane, or using the Companies’ website. If a PCP is not selected at enrollment, the
Companies do not followup with the member or the uroup to obtain this information,
The examiners found that requested changes, both by telephone and through the
Comparies” website, are not confimmed. The Companies’ failure o followup and
promptly make requesied changes results in unnecessary claun denial and a large
number of complaints.
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As previously discussed in the Company Operations & Management section of this report,
HCSC and 1IMO were unable to provide complete responses to questions from the examiners
on 12 files reviewed. Personnel within the Companies responded stating they were unable to
locate files from storage or that system data had been purged and attempts to restore
mformation were not successful.

OIC Complaints

During the examination penod, the OIC received 122 complaints about HCSC and HMO. The
cxaminers selected a random sample of 30 files to review, Four (4) complaints were logged by
the Companies bul were never received by the OIC. Three (3) complaints concerned Medicare,
six {6) complaints were in regard to federal plans, and one (1) complaint was for a self-funded
plan. These files were outside the seope of the examination and were removed from the sample
leaving a total ol 36 files reviewed by the examiners.

The following 1llustrates the reasons and dispositions ol the complaints:

Tvpe Number (-:_l’\’lrl'tlll'llfd ' Upheld  No Decision |
| Balance Billing 2 i 0 0 .
' Benelits 2 i | 1] -
| Claim Handling 15 i3 | 1 J
. Eligibility 6 3 1 SR
_File Not Found 0 ] 0 0 | 0

PCP/Network Adeguacy | I 0 0 | 1 '
 Policyholder Services - 4 0 1] 3
LFrcauahm'izatiun _ | } ) | 0
_ Provider Reimbursement 13 0 I 2 _—\

Referrals - P , 2 0 (0
| Rude Provider , 0 | 0 ¥ 0 -'

Total ‘ 36 21 [ 6 9 |

Findings

The following Complaint Standards passed without comment:

"% | Complaint Standard ) _ " Reference

1 | The Company has filed a copy of its procedures for review | HCSC Reference
{ | and adjudicarion of complaints with the (}l& LRC W 48.43.055

o Page 16
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F Complaint Standard Reference

- HMO Reference

ROCW 48.43.0585,

RCW 48.46.100

{ 2 ' The Company has a means to disclose to an enrollee or | HCSC/HMO Reference
prospective enrollee a copy of the grievance procedures for | RCW 48.43.095(1)h)
claims and for service denials as well as dissatisfaction with
| care. Effective UNTIL July I, 2001.

3 | The Company  maintains  a  fully  operational, | HCSC/HMO Reference
comprechensive grievance process. Effective July 1, 200]. RCW 48.43.530

4 The Company provides enrollees access to im:'l{-[:mndent ! HCSC/HMO Reference
review services to resolve disputes. Effective July 1, 2001. | RCW 48.43.535

-6 | The Company complies with procedures for health care HCSC/HMO Reference
l service review decisions. Effective December 30, 1999, WAC 284-43-620 |

The following Complaint Standard failed:

r# | Complaint Standard | Reference

- 5 | Response to communications from the O1C must be within | HCSC/HMO Reference
15 business davs ol receipt of the correspondence. The | WAC 284-30-650,
response  must contain  the substantial information | Technical Advisory

| [ requested by the OIC. T 98-4

Complaint Standard #5:

The examiners reviewed the OIC complaints to determine the length of lime from receipt by
the Companies to responsc to the OIC. The average response time o the OIC was 10 days.
However, in five (5) of the files revicwed. the Comparies failed to respond to the OIC within
15 business days of recaipt of the complaint.

See Appendix 2.
AGENT ACTIVITY

There were 1,203 licensed and appointed agents of the Companies during the examination
period. Scventy three (73) are emplovees of the Companies, Information provided by the
Companies is consistenl with records mamtained by the OIC,

The Licensing and Appointment Administration Unit (LAALU) in Houston, Texas processes
agent licenses and appoiniments for all A¢ina affiliate companies. The Comparics provided the
exuminers with a copy of procedures for agent licensing and appointment. The procedures

Actna Tealth Inc. Aetna Health of Washington Inc . Page 17
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accurately describe Washington State licensing and appointment requirements. The procedures
nstruct staff to query the Companies” Producer Admin:stration Information System (PAIS) to
confirm agent licensing and appointment prior to business being conducted, If the agent does
not appear in the Companies” PAIS system:, the procedures instruct staff how to begin the
licensing and‘or appointment process.

The examiners reviewed records for 160 agerts, Licensing and appointment records for 4§
agents that wrote new and renewal business were reviewed. Licensing and appointment records
for 42 agents that received quotes were reviewed. Licensing records for all 73 marketing
personnel were reviewed. Agent licensing and appointment dates were compared to the dates
new business, renewal business and guotes were provided to the agenr. The agent licensing and
appointment dates for the marketing personnel were compared to the dates of employment.

Phe examiners found that many marketing personnel were not hicensed and/or appointed with
the appropriate company ut the time of hire to their marketing department position.
Procedures for emplovment indicate that the employee has 60 days lo be licensed andior
appoinied. The Company indicated during the examination process that new hires were not
allowed to perform sales/solicitation lunctions during the initial 60 days or until the
license/appeintment date, whichever came first, The examiners found that the Companies did
not adhere to this requirement and in some cascs the emplovees were not licensed or appointed
for vears after their marketing departiment hire date.

The examiners also noted that a substantial number of employees were appointed with HCSC
on 7/8/99. When asked. the Company stated that about this lime period, the licensing function
was centralized in the Texas office. As part of this change, licensing records were reviewed
and thosc that had not been appointed with HCSC were appointed at that ime. The results of
the review indicate that a number of violations occurred, but the number significantly
decreased once the licensing function was centralized.  The other significant event during this
timeframe was the acquisition of the Prudential Heal:hcare business which increased the
number of existing stalf that were involved in HCSC sales.

The files reviewed consisted of the fallowing:

L Source . | Total _f-"ilcs ' :_ Number Examined
] New/Iniorce Business - L9 43
Quotes {7/1/01 through 12/31,01) ] S 633 | 42 4
_Marketing Personne! - =1 73 | 73 ol
Total o _ ' 2,492 , 160 .
Findings
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Note: In reviewing agent licensing records, the OIC has established a zero tolerance. If there
are any instances of an agent soliciting business prior to obtaining a valid agent license and a
valid appointment, the Companies will fail the applicable standard(s).

The following Agent Acuvity Standard passed without comment:

# | Agent Activity Standard _ Reference
3 | The Company must provide the agent with written notice | HCSC/HMO Reference
of termination of appointment and send a copy to the OIC. | RCW 48.17.160(3)

The following Agent Activity Standards failed:

- # | Agent Activity Standard ' Reference

1 | The Company requires that agents and brokers are HCSC Reference
licensed for the appropriate line of business with the State | RCW 48.17.060(1),
of Washington prior to allowing them to solicit business or | RCW 48.17.060(2),
represent the Company in any way, | RCW 48.44.011(2)
MO Reference
RCW 48.17.060(1).
i ROCW 48.17.060(2),
_RCW 48.46.023(2)
The Company ensurcs that agents are appointed to | HCSC Reference
represent the Company prior to allowing them to solicit | RCW 48.17.160(1).
| business on behalf of the Company. ROCW 48.44.011(2)
_ HMO Reference
RCW 48.17.160(1),
-, | RCW 48.46.023(2)

=

-

Apgent Activity Standard #1:
¢ One (1) agent that was not licensed was issued a quote for HCSC products.
o Three (3) agents that were not licensed at the time of sale arc shown as the wriling
agent on three (3) new HMO business cases.
e Six (6) agents that were not licensed were issued guotes for HMO products.
e There were 30 marketing employees who were not licensed within 60 days of the stan
date of their marketing position with the Compantes.

Sce Appendix 3.

Agent Activity Standard #2:

o Two {2) agents that were not appointed at the time of sale are shown as the writing
agen: on two (2) new HMO business cases.
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o Three (3) agents that were not appointed to represent HCSC were issucd quotes for
HCSC products,

* Four (4) agents that were not appointed to represemt HMO were issued quotes for
HMO products.

o Filly two (52) markcting employees were not appointed 1o represent HCSC within the
first 60 days of being hired us a marketing department employee.

¢ Forty five (45) marketing emplovees were not appointed to represent HMO within the
first 60 days of being hired as a marketing department employee.

Sce Appendix 3 & 4,
RATE AND FORM FILING

Companies are required to file rates and forms with the OIC prior to use. HCSC and HMO
provided the examiners with copies of large and small group rate filings for 2000 and 2001 for
l'CVE';'W.

In conjunction with the Underwriting Section of the exam, random samples of new and
renewal business and guotes were selected from the Companies® inforce group files and quote
log, The Companies had 1.792 inforce groups that were written or renewed during the
examination period, A random sample of 50 new and renewal husiness files was selected for
review from this population. The Companies also provided the examiners with their quote logs
for the pertod July |, 2001 through Deccmber 31, 2001, During this time period, 633 guotes
were issued. A random sample of 50 [iles was selected from this population. Random samples
were selected based on NAIC Market Conduct Examiners Handbook sampling guidelines.

The rate and form filing review consists of:

e Review of rates charged and quoted to groups to ensure that the rates and factors filed
with the OIC were used to determine premium.

e Review ol the file to ensure thal the henefits requested were the henefits quoted andfor
sold.

New and Renewal Business Sample

The following files were removed from the random new and renewal business sample of 50
fles:

e One (1) file was quoted outside the examination period and was removed from the
random samplc ol 30 files.

o Two (2) liles provided by the Companies did nor contain any rate information. The
Companies were unable to produce that information when requested. Additionally, one
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(1) file could not be located. Discussion concerning these files is found on page 10
under General Examination Findings,

In the remaining 46 files, the Companics provided the examiners with files containing the
following sold rates:

Year E HCSC il HMO ~Total |
| 2000 | 5 37 42

| 2001 _ 3 _ 3% ! 40 |
| TOTAL 8 . 74 @ 82 |

Quote Sample
The following files were removed from the random quote sample of 50 files:

e Three (3) files were outside the examination period.
e  One (1) file was a duplicate of another within the sample.

In the remaining 46 files, 16 of the groups within the sample received two or more quotes
llustrating different plan designs. A total of 64 guotes were reviewed.

Findings

The following Rate and Form Filing Standards passed without comment;

r# Rate and Form Filing Standard | Reference _
1 | All contract forms have heen filed with the Office of | HCSC Reference
Insurance Commissioner prior to use. ROCW 48.44.040,

WAC 284-43-920

HMO Reference

RCW  48.46.037(7)(2)
and ‘.h]’n
WAC 284-43-920

3 | All contract forms and rates have been filed with the Gffice | HCSC/HMO Reference

i of Insurance Commissioner on transmittal forms  WAC 284-43-925
| prescribed by and available from the OIC,

The following Rate and Form Filing Standard passed with comment:

4 ' Rate and Form Filing Standard Reference
2 HCSC Reference

|
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# | Rate and Form Filing Standard . | Reference

All rates have been filed with the Office of Insurance RCW 48.44.040,
Commissioner prior to use, WAC 284-43-920

HMO Reference

RCW  48.46.062(2)and

(3),
. WAC 284-43-920

Rate and Form Filing Standard #2:

In reviewing the quotes and renewals for both 11CSC and HMO files, the examiners noticed
that in all cases for 2001, they were not able to duplicate manually the rates that had been
charged to the groups. Discussing this with the Companics, the examiners found that there had
been a problem with rate filings for both entitics,

When the 2001 rates were filed, the Companies submitted 1o the OIC large group age and sex
discriminate rates instead of the small group non-discriminate rates, This was an inadvertent
error on the part of the Companies. The filings were approved by the OIC as submitted. The
Companies used the correct, non-discniminate small group rates for all quotes and renewals
during 200], However, the correct rates were not the filed rates and when the ¢xaminers tried
to maich the actual charged and quoted rates 1o the filing, they were unable to do s0. When the
correct rates were given to the examiners, they were able to duplicate the quoted and charged
rates.

UNDERWRITING
Underwriting Manuals
he Companies provided the examiners with two (2) copies of their Weslerm Region
Underwriting Guidelines that were in use during the examination period. The versions are
dated January 2000 and March 2001.
The guidelines outline the Companies™ policy for the [ollowing:
+ Participating reguirements
Contribution requirements
¢ Plan availability based on location and group size
e Domestic pariner coverage
s  QOui-of-arca emplovee and dependent coverage

The policies and requirements described in the guidelines are accurate and concise

Underwriting Process
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The underwriting process for Washington business begins in the Companies’ sales and
marketing department in Scattle, Washington. After a group has accepted quoted rates, an
employer application form and cmployee enrollment forms are completed by the group and its
employees, The group is also asked to provide copies of its business license, copy of prior
carrier's billing, and payment for the {irst month’s premium. The materials are returned to the
account representative who reviews the information to assure that it is complete and forwards it
1o the Companies’ San Ramon, California location.,

Underwriting staff in San Ramon venfy that the information included in the enroliment packet
15 consistent with the information provided when the gquote was issued. Underwriters confirm
the benefits and rates applied for, compare enrellment applications to the census data used in
the guote. and assure that participating and contnibution requirements are met. [f the group
meets the underwrnitng requirements and is accepted for coverage, the group is added to the
Companies’ computer systerm. A group agrecment, certificates of coverage and enrollee
identification cards are prepared. The completed enroliment materials are forwarded to the
Scaitle sales associate for delivery to the group.

Underwriting File Review

In conjunction with the Rates and Forms Scction of the exam, random samples ol new and
rengwal group files and quote files were selected from the Companies’ inforce group files and
quote log. The Companies had 1.792 groups in force during the examination penod. A random
sample of 30 was selected lor review. The Companies also provided the examiners with the
quete log for the period July 1, 2001 through December 31, 2001 which contamned 633 quates,
A random sample of 50 files was selected from this population. The total sample included 100
files.

After initial =xamination. the examiners determined that several files were 1o be excluded from
the sample:

e One (1) lile from the inforce policy sample was outside the scope of the examination
period.

¢ Three (3) quote [iles were outside the examination period.

s  One (1) quote file was a duplicate of another within the sumple.

Because many of the files crossed policy vears, the examiners reviewed the file for multiple
VEars.

The examiners reviewed the files Lo assure:
o Rates and benefits were appropriate to group demographics.

e Wailing periocs for preexisting conditions were correctly appiied and credited based on
the size of the group.
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e  Members of zroups were not unfairly denied coverage.

e Notifications of renewal action or termination were provided timely.

e The Companies’ underwriting procedures and guidelines were applied consistently
throughout the sample,

Findings

The following Underwriting Standards passed without comment:

& ]ﬂlderwrirmg Standard |"Rc ference

I | The Company allows a non-custodial parent to enroll a | HCSC/HMO Reference

child under family coverage even if the child resides | RCW 48,01.235
outside the company’s normal service area.

T

The Company appropriately reduces preexisting condition | HCSC/HMO Reference

exclusions, limitations, or waiting periods in its large RCW 48.43.015,
eroup, small group and individual plans by applving time  WAC 284-43-710
covered by preceding health plan coverage.

3 | The Company may not reject an individual for health plan -__HCSE:EI_I MO Reference

coverage in a large or small group based upon preexisting | RCW 48.43.025,
conditions ol the individual. The Company may not deny, | RCW 48.43.035(1),
exclude, or limit coverage for an individual’s preexisting | WAC 284-43-720
health conditions, The Company shall accept any state
| resident within the group and within the Company’s
service arca.

‘4 | Eligibility to purchasc a heaith benefit plan must be | HCSC/HMO Reference

extended to all small emplovers and small groups as | RCW 48.43.028
defined in RCW 48.43.005(24).

5 | Dependent children cannot  be terminated from an | HCSC Reference

individual or group plan because of developmental RCW 48.44.200.
disability or physical handicap. | RCW 48.44.210

' | HMO Reference

TRCW 48.46.320

| 6 | All plans shall cover newborn infants with congenital | HCSC Reference

|] anomalies from the moment of birth. ROW 48,44.212(1)
HMO Reference
ROCW 48.46.250(1)

7 | No plan may deny coverage solely on account of race.  HCSC Reference

religion. national origin. or the presence of any sensory. | RCW 48.44.220

mental, or physical handicap. HMO Reference

| ROW 485.46.060(5),
| | RCW 48.46.370

£8 o | HCSC Reference
Actna Tealth Ine. Aetna Health or ".‘.-?:‘-11.1?.;!1"'. Tne ) o D Page 24 T
Market Condue: Fxamination as of Decarvher 210 2041

Aca Amended Firal doe




# | Underwriting Standard - Reference

The Company may not refuse, cancel, or decline coverage | RCW 48,44.335

solely because of a mastectomy or lumpectomy more than | HMO Reference

five (5) vears prior. 'RCW 48.46.285

|9 | Al plians cover newhorns from the moment of birth and HCSC Reference

,! adoptive children from the moment of placement. and that | RCW 48.44.420,
notification to the company and pavment of premium | RCW 48.44.212

requirements be no less than 60 days. ' HMO Reference

| RCW 48.46.490,
| RCW 48.46.250

CONTRACTS AND MEMBER HHANDBOOKS

The examiners reviewed the Companies” 2001 large group contract filing and small group
contract filing dunng the examination period. The master contracts reviewed were filed
October 24, 2001 for a retroactive effective date of July 1, 2001. Each musier contract was
approved by the OIC an May 6, 2002, As required by WAC 284-43-920(1)(h), the 2001 filings
were submitted to satisfv the 18-month {iling reguirement. In addition to reviewing the master
contract filings. the examiners reviewed one (1) HCSC certificate of coverage issued to a small
group and one (1) HMO centificate of coverage 1ssued (o a large group. These documents were
reviewed 10 assurs that the contracts and certificates of coverage issued 1o these groups did not
contain any alterations from the filed and approved master contracts and certificates of
coveriage.
Findings

The following Contract and Member Handbooks Standards passed without comment:

_# | Contract and Member Handbooks Standard _ | Reference )
[ 2 Al contracts must include exercise of conscience | HCSC/HMO Refercnce
il provisions. | RCW 48.43.065,

WAC 284-43-800

3 | Enrollees are not [Broilihited from contracting for services HCS(‘IH?«IQB&t‘erencE |

outside the plan. | RCW 48.43.085 |
4 | Enrollees are allowed to contract for mental health | HCSC/HMO Reference
services at enrollee’s expense. ) [ RCW 48.43.087 _ ._.__
6 | Decisions concerning maternity care and services are to be | HCSC/HMO Reference
| made between the mother and the provider. ROW 48.43.115
7 | An enrollee may receive henefits at a long term care HCSC/HMO Reference |
facility if he/she was a resident prior to hospiralization, RCW 48.43.115

8  All plans must allow enrollees to seleet a primary care HCSC/HMO Reference
provider who is accepting new patients from a list of | RCW 48.43.515,
participating providers. | WAC 284-43-251
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Contract and Member Handbooks Standard | |E:fe_rmue
9 | All plans must include coverage for diabetes.  HCSC Reference

ROCW 48.44.315

HMO Reference
RCYW 48.46.272

|

IT | All plans must include coverage for reconstructive breast | HCSC Reference

surgery. ROCW 48.44.330

| HMO Reference
. ROW 48.46.280
12 | All plans shall waive preauthorization for mental health | HCSC Reference

|

treatment if member is involuntarily committed to a state | RCW 48.44.342

mental hospital. HMO Reference -

_ _ RCW 48.46.292
I3 | All plans must include provisions to assure that _HCSC Reference !
. dependents shall have the right to continue coverage in the | RCW 48.44.400 )
event of loss of eligibility by the principal enrollee. HMO Reference
| RCW 48,46.480
14~ All plans must provide coverage for the formula necessary | HCSC Reference

i for the treatment of phenylketonuria (PKU}. L RCW 48.44.440,
| WAC 284-44-450
HMO Reference
ROW 48.46.510,
- _ WAC 284-46-100
15 | All plans shall offer optional coverage for the treatment of HCSC Reference
temporomandibular joint disorders (TM.I). ROCW 48.44.460),
| WAC 284-44-042
HMO Reference
| ROW 48.46.530,
| - _ WAC 284-46-506
16 Al group plans must contain. or incorporate by HCSC/HMO Reference |
endorsement, provisions guarantecing continuity  of ROCW 48.43.035(2),
coverage, | WAC 284-43-730(1)
17 | All plans that include pharmacy services coverage must | HCSC/HMO Reference
include the required disclosure statement. Effective July 1, | WAC 284-43-815

2001,
118 | All plans must offer substitution of home health care in  HCSC Reference
| lieu of hospitalization or institutionalization. ROCW 48.44.320),
WAC 284-44-500
HMO Reference
| - WAC 284-46-500
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# | Contract and I\fir:nTl;e; Handbooks Standard [ Reference
19 [ All plans that exclude or limit experimental and HCSC Reference
investigational prescriptions, f(reatments, services, or E.\'_-\{_.' 284-44-043

| procedures must include a definition of experimental and | HMO Reference

| investigational, | WAC 284-46-307
|

20 | If the health plan contains provisions for the reduction of i HCSC/HMO Reference |
benefits, the provisions shall comply with the Standards | Chapter 284-51 WAC

for Coordinate of Benefits. -|

21 All group plans must offer supplemental coverage for | HCSC Reference

mental health treatment. If mental health treatment is | RCW 48.44.340,

included, the specified statement as defined must be | WAC 284-43-810

| included in the contract. HMO Reference

ROW 48.46.290,

\ WAC 284-43-810

22 | All group plans shall provide benefits for the treatment of | HCSC Reference
chemical dependency. All contract benefits for the | RCW 48.44.240,

, | treatment of chemical dependency must comply with the  Chapter 284-53 WAC

, [ specified standards. - HMO Reference |

| TRCW 48.46.350,

_ - . Chapter 284-53 WAC

24| All group plans must provide benefits for prenatal Fi(’ﬂ(? Reference

diagnosis of congenital disorders, ROW 48.44.344

| HVMIO Reference

RCW 48.46.375

| 26 | All group plans must include a provision granting a I_Iil';_SC Relerence i
person covered by the plan the right to obtain a | ROW 48.44.370,

| conversion agreement upon termination of the person’s Chapter 284-52 WAC
eligibility. FIMD Reference

I

RCW 48.46.4510,
_ | Chapter 284-52 WAC
17 All group plans must _prm'ide coverage for HCSC Reference |
neurodevelopmental therapics for individuals age 6 and RCW 48.44.450 *f
under, | HMO Reference -
! . | RCW 48.46.520
| 28 Every health care service contract shall conform to the - HCSC Reference
| prescribed format standards and contain the prescribed E AC 284-44-030.
| contract standards. WAC 284-44-040
l | HMO Reference
e 3 B | None
[_Z‘J |r All plans offered by a health care service contractor shall HCSC Reference
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Contract and Member Handbooks Standard

Reference

contain provisions stating that the services received by a
registered nurse or advanced registered nurse practitioner
will not be denied.

WAC 284-44-045

HMO Reference

None

30

All health care service contractor group plans shall offer

coverage for chiropractic carc on the same basis as any
other care.

H CSf Eﬁl'creuce

RCW 48.44.310(1)

HMO Reference

None

£}

A health care service contractor shall produce and
| provide certificates of coverage to the emplover for
Lﬂintributiun to each covered emplovee.

HCSC Reference

WAL 284-44-050

HMO Reference

| None

The following Contract and Member Handbooks Standards passed with comment:

optional continuation provision.

Contract and Member Handbooks Standards #1 and #110:
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4 | Contract and Member Handbooks Standard _ Reference
1 | All plans must provide female enrollees direct access to HCSC/HMO Reference
women's health care services, RCW 48.42.100,
WAC 284-43-250
5 | All plans shall cover emergency services necessary to | HCSC/HMO Reference
screen and stabilize a covered person. TRCW 48.43.093
10 ' All plans must include coverage for mammograms.  HCSC Reference
ROCW 48,44.325,
WAC 284-44-046
_HMO Reference
) ‘ | RCW 48,46.275
23 | An enrollee may pay premium directly to the health | HCSC Reference
carrier in the event of a labor dispute. ROW 48.44.250
| HMO Reference
) | ROCW 48.46.360
25 All group plans must include an offer to include an ' HCSC Reference B

RCW 48.44.360

HMO Reference

| RCW 48.46.440
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There 1s language in the contracts implying mammoegrams are only covered when ordered by
the member’s PCP or women’s health cure specialist. This language suggests that authorization
is required for mammograms.

Subsequent Evemt: The Companics will change the language n future filings to read
“Mammograms, by a pariicipating provider, when recommended by the member'’s PCP or
wenmen 5 health care specialise,

Contract and Member Handbook Standard #1:

There is language n the contracts implying that emergency cars is available only until a
pnmary care physician {PCP) is selected. The statement is limiting and does not account for
direct access benefiis that do not require PCP direction or referral.

Subsequent Event: The Companies have agreed to amend contract language in fieure fifings to
read “Until a PCP is selecred, benefits will be limited to coverage for medical emergency care
and to certuin direct access specialist benefits as described in this certificate. "

Contract and Member Handbooks Standard £5;

In the section about emergency care and urgent care benefits, the certificates of coverage state
that “...a member must receive followup care either from the PCTP or care must be arranged by
the PCP. If this procedure is not followed, member will be responsible for payment of all
services received.” The statement in the certificates of coverage implies that the emergency
care or urgent care visit would also be denied.

Sithsequent Event: The Companies have agreed to amend future fifings to read “The member
must follow this procedure, or the member will be responsible for payment of all followup
services recenved. ™

Contract and Member Handbhooks Standard #23:
The contract section conceming continuation of coverage during a labor dispute contained
language implying that rates may be changed arbitrarily.

Subsequent Event: The Companies have agreed to amend contract language in future filings to
read I the Premium paid by the Subscriber’s emplover increases during the time the
Subscriber is continuing coverage under this section, the Subscriber's preminmy will increase
by the same amouni,

Contract and Member Handbooks Standard #25:

The certificates of coverage stale that “Conzinuarion coverage mav occur without payment for
a2 peried equal to one month for each year that Subscriber was covered o a maximum of three
months.” This statement conflicted with another section stating that continuation coverage is
available tor up to three (3) months upon the payment of premium. When questioned about this
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discrepancy, the Companies responded “If the contract does not have the continuation
provision, the language would not appear in the certificate of coverage. The coverage is free
only if the member qualifies for coverage without payment of premium.”

Subsequent Eveni: To avoid confusion. the C ompanies have agreed o amend contract
language in future filings to read "Continuwation of coverage for up to three (3) months withour
payment of additional premium as specified in item B will apply to the extent that the member
is eligible for the benefit. "
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PROVIDER CONTRACTS
Provider Manuals

The Companies maintain a Participating Physician Procedure Manual and a Hospital Procedure
Manual. The manuals are updated cvery two (2) vears. The examiners reviewed both manuals.
These manuals are used by providers who are contracted with both HCSC and HMO. The
Companies confirmed 1o the examiners that the manuals provided were published in 2000 and
that there were no updates 1o the manuals in 2000 or 2001

The examiners found incorrect and conflicting information in the Participating Physician
Procedure Manual regarding coordination of benefits (COB) provisions. The manual contained
two (2) information sheets titled Facts about Coordination of Benefits for Members, dated
January 1998 and November 2000, The January 1998 information stares:

“...you must stay within the Aetna US Healthcare network of participating providers
for berefits to be extended by Actna US Healthcare as a secondary pavor for all
covered services.”

The November 2000 information states:

*...lo maximize your henefits it is best to stay within the Actna US Tlealtheare network
of participating providers for benefits.”

The examiners also found incomect information regarding COB in the [Hospital Procedure
Manual. It stated:

*,..depending on the COB provision in the plan, the balance will be processed up to
100 percent of the Aetna US Healthcare allowable. but no more than the normal plan
benefits available.”

WAC 284-51-050(3) through (8) requires that the Companies coordinate benefits for covered
services based on no less than the primary plan’s “usual, customary and reasonable” charge for
health care services or supplics when the Companies are paying as secondary carrier.
Additionally, when paving as sceondary carnier, the Companies may not restrict a member o
oblaining services from its network of participating providers in order for benefits to be
coordinated for covered services. The examiners did not find evidence that COB claims were
tishandled as @ result of this misinformation.

Provider Directories

The examiners reviewed 12 provider dircctones in use during the examination period. The
directories were for the Companies” HCSC, HMO, and Basic Health/Healthy Options plans.
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Two sections of the provider manua! contain language that could be misleading 10 members.
In the section titled Direct Access 10 Women's Health Care Specialists, the directory states that
female members “may sclf-refer 10 Women's Health Care Specialists, including physicians
who specialize in women's health care. ARNP nurse midwives, Licensed Midwives, ARNPs
and PAs who specialize in women’s health care for women’s health care services including
matermity.” This ambiguous language implies that a member may sesk treatment from any
provider without regard to the Companies’ networks, This is not the case. and il a member is
treated by a provider outside the network, the claim is denied.  After discussions with the
Companies, they agreed to change this language.

The other area ol concern to the examiners is a disclaimer in the Notice to Members section of
the provider directory., The disclaimer states thar members reed to check the Companies’ web
sile for the mos: current plan information and provider information, This language appears to
assume that all members have access 1o the web site and does not mention other means
available for members (o obtained updated plan and provider information.

Provider Contract Review

The Companies contract with individual providers and provider organizations. The provider
orzanizalions maintain their own contracts with mdividual hospital(s), PCPs, specialists, and
ancillary providers. Provider contracting responsibilitics are handled in the Seattle, Washington
location and the San Ramon, California location. When a provider is granted a contract, the
contract is for both the HCSC plans and HMO plans.

The Companies used 44 provider contract forms duning the examination period. The examiners
were provided with four (4) peneric contruct forms. These forms were compared to the
information on the OIC mainframe system. It was discovered that the Companies had filed an
additional 26 generic contract forms during the examination period. A random sample of 39
specific provider contracts was sclecied for review from the Companies’ QPOS/USAccess
directery (1/00) and HM O/ Aetne Open Access directory (7701). During review of the specific
provider contract sample, the examiners discoverad 14 provider contract forms filed prier to
the examinatior: period were still in use.

The Companies do not maintain an adequate followup procedure with its providers in regard to
contract execution. In the random sample of 59 specific provider contracts, it ook between two

months and 20 months for 22 of the contracts to be properiy executed and countersigned.

The following Provider Contract Stundards passed without comment:

# | Provider Contract Standard Reference 1

1 | No individual health care provider may be required HCSC/HMO Reference |
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Provider Contract Standard

Keference

by law cr contract in any circumstances to participate
in the provision of a specific service if they object to so
doing for reason of conscience or religion.

RCW 48.43.065(2)(a)

Provider contracts shall contain provisions obligating | HCSC Reference

the provider to provide services for the duration of |

ROCW 48.44.055(2)

the period after an HCSC's/HMO's insolvency [or

HMO Reference

which premium pavment has been made and until the

enrolled participant's discharge from inpatient '

facilities.

RCW 48.46.245(2)

Ln

An HMO may not discriminate against a gualified |

HCSC Reference

doctor of osteopathic medicine and surgerv solely

None

because that practitioner was board certified or

HMO Reference

cligible under an approved osteopathic certifying
board instead of under an approved medical
certifvine board.

RCW 48.46.575

All_plans must include every category of provider.

— - L

HCSC/HMO Reference

WAC 284-43-205
RCW 48.43.045

The following Provider Contract Standard passed with comment:

Provider Contract Standard - [Reference 1

L -

' Company fail to pay for health care services.

All provider contracts shall contain language holding

HCSC Reference

the enrolled participant harmless  should the

ROW 48.44.020(4),
WAC 284-43-320(2)

. HMO Reference

RCW 48.46.243(1) and
(4)
WAC 284-43-320(2)

" All provider contract (orms must be filed with and

HOSC Reference

approved by the OIC prior to use.

| WAC 284-43-330
| HMO Reference

ROCW 48.44.070,

ROCW 48.46.243(3),
W AC 284-43-330
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Provider Contract Standard 42:
Ten (10) of the 44 contracts in use contain the following statement in Section 2.2.1 of the
coniracl:

“If the applicable Pavor is not a Health Maintenance Organization or a Health Care
Service Contractor, Provider may bill 2 Member for Covered Services provided to the
Membuer in the ¢vent that the Payvor becomes insclvent or otherwise breaches the terms
and conditions of its agreement to pay, provided that: {a) Contractor shall have first
exhausted all reasonable efforts to obtain pavment from the Payor, and (b) contractor
shall not institute or maintam any collgelion activities or proceed with any action at law
or in equity against a Member to collect any sums that are owed by a Payor to
Contractor unless Contractor provides at least thirty (30) davs prier notice to Company
of contractor intent to institute such an action.”

This statement is in violation of hold harmiess and insolvency provisions found in WAC 284-
43-320. However, the contracts were approved by the OIC as submitted. When questioned
about this language, the Companies responded “Provider contracts encompass all of our plans,
including self-insured plans. Section 3.2.1 15 intended to apply to self-insured plans which are
not subject to OIC regulaton,..”

See Appendix 3.

Subsequent Event: The Companies have drafted an amendment to be atiached to its existing
provider contructs to meet compliance requirements. The amendment was received by the OIC
on November 13, 2002, with a requested effective date of December 2, 2002, The amendment
was approved by the OIC's Rates and Forms Division on December 20, 2002,

Provider Contract Standard #3:

The examiners found one (1) contract in use that had not been filed with the OIC as required
by RCW 48.46.243(3) and WAC 284-23-330(1) and (2). The contract with Virginia Mason
Medical Center has not heen filed. The contract presented o the examiners for review did not
include an effective date and it was not countersigned 5y the Companies,

Sce Appendix 6.

The following Provider Contract Standards failed:

# | Provider Contract Standard _ Reference

6 | All provider contract forms must contain and adhere | HCSC/HMO Reference
' to the prescribed standards. | WAC 284-43-320
] through
P . WAC 28443-340

Aetna Health [nc. Acing Health of Washingron Inc
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| # | Provider Contract Standard | Reference
7 | The definition of emergency medical condition must | HCSC/HMO Reference
! comply with required definitions, ’T}t{_‘W 48.43.005(11),
| WAC 284-43-130(6)

Provider Contract Standard #6:

The Companies were unable to produce copies of three (3) of the requested sample files. WAC
284-43-330(4) states that .. .the health carmier shall have access to all contracts and provide
copies to facilitate regulatory review...” Dhscussion cencerning the Companies’ inability to
produce requested documentation was presented previously in the Company Operations and
Management Section of thus report (page 10).

Dunng review of the specific provider contracts, the examiners found that the Companics have
failed to use filed and approved contracts that incorporate the contract standards defined in
WAC 284-43-320 through WAC 284-43-320, Fillv-seven (37) of the 59 files (96.6%)
reviewed in the random sampie failed to comply with WAC 284-42-331(1) and WAC 284-43-
321(2). WAC 284-43-331(1) states “All participating provider and facility contracts entered
into afier the ¢ffective date of these rules shall comply with these rules no later than July 1,
2000." WAC 284-43-331(2) slates “Participating provider ard facility contracts entered into
prior to the effective date of these rules shall be amended upon renewal to comply with these
rules and all such contracts shall conform to these provisions no later than January 1, 2001

The examiners asked the Companies 1o provide an explanation regarding the existence of
provider contract forms that comply with preseribed standards and why these contracts were
not in us¢. Personnel of the Companics responded that. in an attempt to avoid provider
reimbursement negotiations, updated specific provider contract forms were not issued to its
providers until renewal of cach specific contract,

Subsequent Event: The Companies have drafted an amendment to be attached to its existing
provider contracis to meet compliance regiairements. The amendaent was received by the OIC
o November 13, 2002, wirth a requesied effective date of December 2, 2002, The amendment
was approved by the OIC's Rates and Forms Division on December 20, 2002

The examiners asked to review the Companics contract with Mageilan Behavioral Health Inc.
The Comparies produced a contract between HMO and Human Affairs International Inc.
(HAT) executed in 1998, In 1999, HA] was sold by Actna to Magellan Behavioral Health Inc.
This contract has never been amended to reflec: the name change to Magellan Behavioral
Health Inc. Additonally, we were not able to lind any amendments to this contract subsequent
w the Companies” name changes, When asked about this, the Companies stated that they are
now going to gt an amendment showing the name change(s) subsequent to this examination.
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The examiners also found that the contract is not in compliance with WAC 284-43-331. When
asked why this contract has not been re-filed to be in compliance with this regulation, the
Companies stated that they were unaware thar the contract is non-compliant and were unaware
of the need to re-file the contract, The Companies also stated that because the current
contract with Magellan will not terminate until January 2004, they will not pursue exceuting a
new contract until that date.

Subsequent Event: In eariv 2003, the Companies submitied contract forms berween the
providers and Magellan 1o the OIC Sor approval During that review, the Companies were
advised that a new contract must be filed berween the Companies and Magellan.

Therefore, the contract that is currently in cffect between the Companies and Magellan does
not conferm to the requirements of WAC 284-43-300 through WAC 284-42-340, especially
WAC 284-43-331(2) which states that provider contracts that were in effect prior lo the
effective date of November 11, 1999 must he amended to conform no later than January 1,
2001. This contract is in violation of this rule. See Appendix 7.

Provider Contract Standard #7:
The examiners found 13 of the 44 provider contract forms in use failed to have the correct
definition of emergency medical condition. See Appendix 8,

CLAIMS
Claim Processing Manual

The Companies provided the examiners their general procedures manual. The manual provided
a description of workflow in the claims demartment. The examiners found the manual to
accurately describe the processes in place.

Claims Processing

Electronic and paper claims are sent to the Companics’ offices in Blue Bell, Pennsylvania.
Claims are adjudicated in the Companies’ Fresno, California location, Electronic claims are
submitted to a clearinghouse system which in tum transmits them to the Companics’ gateway.
The gateway sorts the electronic claims for processing. When paper claims are received by the
Companies” offices in Blue Bell, Pennsylvania, they are scanned. Data entry clerks receive the
imaged claims and key member, provider and billing information into the claims system.

The Companics’ claims svstem was created in 1987, It has been through several upgrades with
the most recent upgrade occurring in November 2002. The latest upgrade allows storage of
more than four (4) line items per claim on one (1) record.
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Forly (40) percent of the claims reccived by the Companies are auto-adjudicated. The claims
systen automatically makes all payment calculations. and tracks copayments. deductibles, out-
ol-pocket maximums, benefit level maximums (visits and/or dollars), and coordination of
benefits savings.

Claim processors perform manual claims adjucication for non-standard claim forms sent as
paper claims, 1/B92s except for cmergency claims, and pended claims that could net be
resolved by auto adjudication. Processors veniy kev claim elements and complete and correct
missing or invahd information. Once the processor has completed the claim. it is released for
pavinent.

The payment processing system generates pavments and payment reports on a daily basis. The
syslem produces checks, drafis, explanarions of provider payments, explanations of benefits for
members, and explanations of electronic remittance. The payment processing svstem is also
programmed to include interest payments that may become due should a clean claim not be
paid or denied as required.

Internal Claims Aunditing

The Quality Audit Unit audits samples of cluims prior to release on a daily basis in order (o
determine processing and pavment accuracy, Both manually processed claims and auto
adjudicated claims are selected. Quality resulls are tracked at both the individual processor and
processing umt level. Results are reported to management weekiy

In addition. the Companies produce several reports on a periodic basis in order to monitor and
facilitate decisions about claim production, staffing and work allocation. The reports are
discussed with claims leaders and claim team coordinators to identifv best practices,
shortcomings, and possible areas of improvement. The examiners reviewed the claims quality
reports for November 2000 and November 2001, The findings in the intemal audits were
comsistent with the examiners® findings in the review of the random sample, The errors noted
in the claims quality reports were processor errors. The Companies’ claims leaders and claim
team coordinators takes appropriate counsaling action as required.

Claims Review

The Companies processed 68,040 claims in 2000 and 59,226 claims in 2001, The examiners
reviewed 216 claims that were randomly selected from the population. Becuuse of the number
of claims available in the total population, the examiners requested thar the Companies
randomly select the claim files to be reviewed, The Companies provided the examiners with a
sample of 216 claims. The claims in the sample were selected using a skip interval formula. A
random number was selected, and the sample was generated by sequentially gomg through the
total population of claims.
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Findings

The examiners noted 2rrors on six (6) claims in the randomly selected sample:

Two (2) claims were system adjudicated under the wrong family member. The
Companies corrected these claims while the examiners were onsite. The cxaminers
verified the corrections online and via screen prints,

One (1) claim was for women's direct access services and the member was identified as
a male. Gender identification was corrected while the examiners were onsite and
venfied online and via screen print provided to the examiners.

One (1) file was missing from the sample. Alter 18 menths, claims residing on the
svstem are archived. This [ile could not be retrieved ard the Companies could provide
no explanalion.

One (1) claim had an incorrect date of scrvice keved on a line item. The vear that the
services were received was keyed incorrectly.

One (1) claim had severzl line items. The claim was scparated and a claim number was
assigned to cach line item, The Companies could not provide an explanation regarding

the processing of this cluim.

The fellowing Claims Slandards passed without comment:

Claims Standard

Reference

| #
&

The Companv shall provide no less than urgent and |
| RCW 48.01.235(3)

emergent care to a child who does not reside in the
Company’s service area.

HCSC/HMO Reference

L)

The Company shall not retrospectively deny emergency or | C/H
' RCW 48.43,525(1)

nonemergency care that had prior authorization. Effecrive
July 1, 2001,

HCSC/HMO Reference |

The Company shall not retrospectively deny an individual
preseription drug claim that had prior authorization.

HCSC Reference

RCW 48.44.465

HMO Reference

RCW 48.46.535

The Company shall not deny benefits for any service
performed by a denturist if the service performed was
within the lawful scope of such person’s license, and the

agreement would have provided benefit il services were |

performed by a dentist,

HCSC Reference
ROCW 48.43.180,
ROW 48.44.500

HMO Reference

RCW 48.43.180.
RCW 48.46,570

5 | The Company shall pay or deny 95% of all claims within | HCSC/HMO Reference
sixty (60) days of receipl. Effective November 11, 1999, WAC 284-43-321(2)
|6 | ~ HCSC/HMO Reference |
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# | Claims Standard Reference

The denial of any claim must be communicated to the ' WAC 2184-43-321(4)
provider or facility with the specific reason the claim was
denied.

7 | The Company maintains a documented utilization review | HCSC/HMO Reference |
program with descriptions and conducts utilization review | RCW 48.43.520,

within the prescribed format defined. _ WAC 284-43-410
8 | The Company administers Coordination of Benefits HCSC/HMO Reference |
provisions as required. Chapter 284-51 WAC |
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INSTRUCTIONS

INSTRUCTION

PAGE #

The Companics are instructed to submit copies of anv changes to ils
registration documents lo the OIC. Reference: RCW 48.44.013, RCW
48.46.012.

8

It

The Companies are instructed to assure that the composition of 1ts Board of
Directors allows meaningful representation rom its enrolled participants,
Reference: RCW 48 46.020(2), RCW 48.46.0710),

L]

The Companies are instructed to facilitate future examinations by providing
accurate. meaningful information and timelyv responses to the cxaminers.
Reference: RCW 48.03.030(1). RCW 48,44 145(2), RCW 46.46.120(2).

9

contain t'1-: substant: :Il l'llu"nrllll:-[: n:qucsu.d 1“n. I OIC Reference: W 4.(
284-20-650, Technical Advisory T 98-4.

The C ump:mief- are hs‘mct-.,d o r».s[m"l.d to u‘-m:mmiutians I“n:sm the D[C '

The Companies are instructed to ensure that agents and brokers arc licensed
for the appropriate line of business with the Stale of Washington prior to
allowing them 1o solicit business or represent the Companies in any way.
Reference: RCW 48.17.060(1) and (2), RCW 483.24.011(2). RCW

48,46.025(1) and (2).

19

The Companics are instructed to ensurc that agents are appointed to

represent the Companies prior to allowing them to solicit husiness on behalf
of the Companies. Reference: RCW 48.17.160, RCW 48.44.011i(2), RCW |

48.26.023(1) and (2).

19

The Compamics are mstructed 1o immediately distnbhute the provider
contract amendment to all of its providers so that each contract contains
prescribed standards, Reference: WAC 284-43-320 through WAC 284-43-
340,

| The Companies are instructed 1o irr:mcdi;ltuly implement or withdraw the
filed Magellan Behavioral Health contract. Reference: RCW 48.46.243(1),
WAC 284-43-320 through WAC 284-43-340.

33

The Companies are instructed to include the prescribed definition for
emergency medical condition in each of its provider contracts. Reference:
RCW 48.33.005(11). WAC 284-43-130(6).

34

The Companies must maintain a complete advertising file.  Reference:
WAC 284-30-200)

The Companics must file rates with the OIC prior W use and must
implement the filed rates into its computer guoting svstems. Reference:
| RCW 48 44 040, RCW 48.46.062(2) and (3), WAC 284-43-920.

The Companies must amend contract language in future nhrgs to :;anl’*. the
process in regard to mammosrams. Reference: RCW 48 42 100, RCW
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'INSTRUCTION

PAGE #

48.44.325. RCW 48.46.275, WAC 284-43-250. WAC 284-44-046,

The Companies must amend contract languzge in future filings 1o state that
both emergency care and direct access benefits are available sven if a PCP |
is not selected. RCW 48,42.100, WAC 284-43-230,

The Companies must amend contract language in future filings to clarify
procedures for lollow up treatment to emergency care, Reference: RCW
48.43.093.

The Companies must amend contract language in future lilings to clanfy
provisions regarding premium payment by the member during a labor
dispute. Reference: RCW 48.44.250, RCW 48.46.300,

The C‘mnpdnieq must amend contract language in future filings to clarify
provisions conceming continuation of coverage afler termination from .l}
group plan. Reference: RCW 48.44.360, RCW 48.46.440.

-
=l

The Companies must include hold harmless languags in its prmlder
contracts. Reference: RCW 48.44.020¢4), RCW 48.46.243(1), RCW
48,46,243(4), WAC 284-43-320(2).

15

The Companies must file provider contract forms wilh the OIC prior to use.
Reference: RC W 48.44.070, RCW 48.46.243(3). WAC 284-43-330.

RECOMMENDATIONS

RECOMMENDATIONS

PAGE #

{ It is recommended that the Compantes revise their claim processing

guidelines to instruct processors to adjudicate non-participating provider
claims al rates equal to 1002 of the Companies’ usual. customary and
recasonable amounts. ‘

15

b

[t 15 recommended that the Companies implement [ollowup procedures to
assure the member’s primary care physician is recorded timely.

15
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SUMMARY OF STANDARDS

Company Operations and Management:

STANDARD

The Cmnp.m} 15 r::qmr:.d to be registered with the Office of |

[nsurance C'ommissioner prior Lo acting as a health muintenance
organization in the State of Washington, RCW 48.44.015(1),
Reference: RCW 48 46.027(1),

t-a

L [

| PAGE | PASS | FAIL

The Company is required 10 report to the OIC any changes to
the registration documents, including Anticles of Incomporation,
Bylaws, and Amendments at the same time as submitting such
| documents to the Sceretary of State.  Reference: RCW
4844013, RCW 48 46.012.

The (”m‘np.my is governad by a hoard nominated and elected by
the voting members or enrolled participants and providers, and
afforded a meaningfu! role in policy making of the Company.
At least one-third of the board shall consist of consumers who
are representative of the enrolled population. Reference: RCW
48.46.030(2), RCW 48.46.070.

General Examination Findings:

STANDARD

e

| 48.44, |.1:,r-1 RCW 48.46.12042).

-
b |

honesty and equity in all transactions. Reference: RCW
48.01.030),

_ [ PAGE [ PASS |
The Company does business n good faith, and practices |

9 ht

| The Company must facilitare the examination process by
| providing its accounts, records, documents and files to the
| examiners upon request. Reference: RCW 43.03.030(1), RCW

The Company may not d:amur.w-. members from mnt.u:lmu

' the OIC and may not discriminate against those members that
do contact the OIC. Reference: WAC 284-30-372(2),

Acina Health Inc ' Aema Heslth of Washington Ine
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Advertising:

# | STANDARD

promete health unless a) the clinical preventive benefits are the
same as the basic health plan; b) it monitors and reports
arnually 1w cnrollees on standards of health care and
satislaction of enrollees; ¢) makes available its plan to identify
and manage the most prevalent diseases within its enrolled
population on request. Reference: RCW 48.43.510(5), WAC
284-43-8205). -

2 | No advertising may contain any false, deceptive or misleading

information. Reference: RCW 48.44.110, RCW 48.46,400.

I | The Company cannot advertise a plan to prevent illness or |

[ PAGE | PASS | FAIL |

1l X

The Company cannot make |*1m[-.,m.hm, COMPArisons with other
companies lo induce the consumer to change from another
HCSC or HMO. Relerence: RCW 48.44.140. RCW 48.46.410.

i

4 The Company complies with the Washington Disability |

Insurance Advertising Regulations. Reference: WAC 284-50-
010 through WAC 284-50-230.

5 The Company maintains a complete advertising file. Reference;
WAL 284-50-200,

required by regulation. Reference: WAC  284-43-820(1)
thmuﬂh (3},

§ ‘ The Company must comply wis 1y all health plan disclosures as

i+ The Company cannot misr—:ﬁrusun[ the terms. bencfits, or
| advantages of the coniract, Relerence: RCW 48.44.120, RCW
| 48.46.060{2) and (3), WAC 284-50-050,

11!1{

8 | The Company cznnot guarantee future dividends or future
refunds except in group contracts with an experience refund
| provision. Reference: RCW 48.44.130,

9 | No HMO may use the words “insurance”, “casualty”, bLJ.TCl.}"
or "mutual to describe tsell in ity advertising materials,
L Reference: RCW 48.46.110(1) and RCW 48,44.000.

100 | No advertisement can contain any tvpe ol endorsement of any
state or government agency. Reference: RCW 4846310 (WAC
284-50-140).

Complaints:

I

12 X
‘ 12 X
! 12 X
|

#  STANDARD B | PAGE | PASS | FAIL
1 The Company has filed a copy of its procedures for review and

"djudic;uian of complaints with the OIC. Reference: RCW 16 X

<823 055 ROW 48 46,100,
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r

#__STANDARD _ PAGE | PASS | FAIL
2 The Company has a means to disclose to an ¢nrollee or :
prospective enrollee a copy of the grievance procedures for
claims and for service denials as well as dissatisfaction with 17 X |
care. Effective umtil Julv i, 200]. Reference: RCW | |
48.43.095(Ih) o e el |
. The Company maintains a fully operational, comprchensive |

aricvance process. Lffective July 1, 2000, Reference: RCW 17 ‘ X

|

ad

48.43 530).
4 | The Company provides enrollees access to ludupl.:mlz:ht review
services to resolve disputes. Effeciive July {, 200! Reference: 17
RCW 48.43.535. -

5 | Response to communications ffom the OIC must be within 15 ' |
business days of receipt of the correspondence. The response 16 X
must contain the substantial information requesied by the OIC. -
_ Reference: WAC 284-30-650, Technical Advisory T98-2.
6 | The Company complies with procedures for health care service .
| review decisions, Effective December 30, 1999, Reference: 17 X ;
| WAC 284-43-620), ‘ '

# STANDARD _ ) | PAGE [ PASS | FAIL |

{ 1 The Company ensures that agents and brokers are licensed for '
the appropriate line of business with the State ol Washington

prior to allowing them to solicil business or represent the 19 X
Company in any wayv, Reference: RCW 48.17.060(1) and (2),
RCW 48.44.0111(2), RCW 48.46,023(2). o

| 2 | The Company ensures that agents are appointed w represent the |
| Company prior to allowing them to solicit business on behalfof | 19 . <
the Company. Reference: RCW 438,17 160, RCW 48,44.011(2),

| RCW 48.46.023(2). -

3 | The Company must provide the agent with wntien notice of

| terminaton of appomntment and send a copy to the OIC. | I3 X
| | Reference: RCW 48.17.160(3).

Rate and Form Filing:

"% | STANDARD - ' | PAGE | PASS [ FAIL
1 | All contract forms have been filed with the Office of Insurance | |
Commissioner prior to use. Referenrce: RCW 4844040, RCW | 21 X I
| 48.46.037(7)e) and (h), WAC 284-43-020. |
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STANDARD

o

I~

Furd

PAGE

PASS [ FAIL |

All rales have been filed with the Office of Insurance

! Commissioner prior lo use. Reference: RCW 48 44.040, RCW

48.46.062(2) and (3), WAC 282-43-920).

X

All contract forms and rates have heen filed wilh the Office of
[nsurance Commissioner on transmittal forms prescribed by and
avallable from the Commissioner. Reference: WAC 282.43-
Q35

X

Underwriting:

l

PAGE

PASS | FAIL

- The Company complies with the prescribed requirements for

enrollment and coverage of a child under the health plan of the
child's parent. Reference: RCW 48.01.235, RCW 48.44.212
and RCW 48.46.250.

23

X

The Company appropriately reduces preexisting condition
exclusions, limitations, or waiting periods in ils large group,
small group and individuzl plans by applving time covered by
lhe preceding health plan coverage. Reference: RCW
48.43.015, WAC 254-43-710.

fad

The Company may not reject an individual for health plan
coverage in a large or small group based upon preexisting
conditions of the individual. The Company may not deny,

exclude, or limit coverage for an individual's preexisting health |

conditions. The Company shall accept any state resident within |

the group and within the Company’s service arca, Reference;
RCW 48.43.015, RCW 48.43.035(1), WAC 284-43.720.

L

48.43.005(24),

A

Eligthility to purchase a health benefit plan must be extended 1o
all small employers and small groups as defined in RCW

Deperdent children cannot be terminated from an individual or
group plan because of developmental disability or physical
handicap. Reference: RCW 48,44 200, RCW 48.44.210, RCW
48.46.320),

All plans shall cover newborn infants and congemitul anomalies |
from the moment of birth. Reference: RCW 48.34.212, RCW |

| 48.46,250,

X

No plan may deny coverage solely on account of race, religion,
national origin, or the presence of any senscry, mental, or
phvsical handicup. Reference: RCW 4844220, RCW
48 46, 1}(1@("5} ROW 28,46 370,
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# | STANDARD | PAGE | PASS | FAIL
8 | The Company may not refuse, cancel, or decline coverage
; solely becausc of a mastectomy or lumpectomy more than five | 24 X
| _(5) years prior. Reference: RCW 4841335, RCW 48.46.285.
| ©  Adoptive children shall be covered on the same basis as other | 24 X

dependents. Reference: RCW 48 44,420, RCW 48.46.490),

Contracts and Member Handbooks:

| #

STANDARD

PAGE | PASS [ FAIL

[ o)

All plans must provide femals enrolless direct access o
women's health care services. Reference: RCW 48.42.100,
WAC 284-43-250,

All contracts must include exercise of conscience provisions,
Reference: RCW 48.43,065. WAC 284-43-800.

e

Enrollees are not prohibited from contracting for services
outside the plan, Reference: RCW: 48.43.085.

[ X

P

Enrollees are allowed to contract for mental health services dt

enrollee’s expense. Reference: RCW 48.43.087. —;
AN plans shall cover emergency services necessary to screen
and stabilize a covered person. Reference: RCW 48.43.093

Decisions concerning malemnity care and services are to be

| made between the mother and the provider. Reference: RCW
| 48.43.115.

n.,'}

Ar enrollee may receive benefits 2t a long term care facility if
he‘she was a resident prior to hospitalization. Reference: RCW
48.43.125.

on

It
[

All plans must allow enrollces fo select a primary care provider
who is accepting new patien:s from a list ol participating
roviders. Reference: RCW 48.43.515, WAC 284-43-251_

All pians must include coverage for diabeies. Reference: RCW
43.44.315, RCW 48.46.272. N ]

 ROW 48.44.325, ROUW 48,46,275, WAC 2R4-44-040,

All plans must include coverage for mammograms, Reference:

All plans must include coverage for reconstructive breast
surgery, Reference: RCW 48.44 320, RCW 48.46.280.

| mental hospital, Reference: RCW 4844342, RCW 48.46.202.

All plans shall waive preauthorization for mental health
treatment if member is involuntarily committed to a state

All plans mus: melude provisions to assure that dependents
shall have the right to continue coverage in the cvent of loss of
cligibility by the pnncipal enrollee. Reference: RCW
48.44.400, RCW 48.46.480.

A#tna Health Inc.- Actna Health of Washinzion Inc.
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14

15

PAGE

PASS | FAIL

All plans must provide a:m_-erm,c for the formula necessary for
the treatment of phenyiketonuria (PKU). Reference: RCW
48,44 40, RCW 48.46.510. WAC 284-24-350, WAC 284-46-
| 100. |

All plans shall offer oplional cov erage for the treatment of
temporomandibular jount disorders (TMJ). Reference: RCW
4844460, RCW 4846330, WAC 284-44-042, WAC 283-46-
S06.

1O

(17| A

All group plans must contain, or incorporate by endorsement,
provisions guarantecing continuity of coverage. Reference:
| RCW 48.43.035(2), WAC 284-43-730( ).

All plans that include pharmaecy scrvices coverage must include
the required disclosure statement. Fffective Julv 1. 200].
Reference; WAC 282-43-813

IS

19

All plans must offer substitution of home health care in licu of
hospitalization or institutionalization. Reference: RCW
48.44.320, WAC 284-44-500, WAC 284-46-300.

All piam that exclude or lim:t experimental and investi g'trmna. !
| pn.scn[m-.}na. trealments, services, or procedures must include a |
definition of expenmental and investigational. Reference: WAC
284-34-043, WAC 248-46-507.

|20

26

26

If the health plan contains provisions for the reduction of
benefits, the provisions shall comply with the Standards for
Coordination of Benefits. Reference; Chapter 284-51 WAC,

All group plans must offer wupplement 1]l coverage for mental
health treatment. [ff mental health treatment is included, the
specified statement as defined must be included in the contract.
Reference: RCW 48.44.340, RCW 48.46.290, WAC 284-43-
8110,

———————

23

All group plans shall provide benefits [or the treatment of
chemical dependency. All contract benelits for the treatment of
chemical dependency must comply with the specified standards.
Reference: RCW 48.44.240, RCW 48 26,350, Chapter 284-33
WAC,

An enrollee m:n pay premium directly to the health carrier in
the event ol a labor dispute. Reference: RCW 4844250, RCW
48 46.360. '

24

Aetno Health IneJAema Fealth of Washin ;:_ur: e,

All group plans must provide benefits for prenatal diagnosis of |
| :.m'lgenitﬂ disorders, Reference: RCW 4844344, RCW
| 48,406,375
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PASS | FAIL

.;
i

All group plans must include an offer to include an optional
| continuation provision. Relerence: RCW 4844360, RCW
| 48.46.440.

26

28

X

All group plans must include a provision granting a person
covered by the plan the nght to obtain a conversion agreement
upon termination of the person’s cligibility. Reference: RCW
45 44370, RCW 48 46 450, Chapter 284-52 WAC.

All group plans must provide coverage for neurodevelopmental
therapics for individuals age 6 and under. Reference: RCW
4R, 44450, ROW 48 46.521),

[ %)
[F.x]

Every health care service contract shall conform to the
preseribed format standards and centain the prescribed contract
standards, Reference: WAC 184-44-030, WAC 284-44-040.

[
=]

All plans offered by a health care service contractor shall
conlain provisions stating that the services received by a
registered nurse or advanced registered nurse practitioner will
| not be denied. Reference: WAC 284-44-045,

|
=]

All health care service contractor group plans shall offer |
coverage for chiropractic care on the same basis as any other |

care. Reference: RCW 48.44310(1).

27

L)

A health care service contractor shall produce and provide
certificates of coverage to the employer for distribution 1o cach
| covered employee. Reference: WAC 284-44-050.

Provider Contracts:

#

| STANDARD

1

PAGE |

PASS FAIL

| No individual health care provider may be required by law or
| ¥ ] F H i +
i contract in any circumstances to participate 1n the Provision ofa

specific service if they object to so doing for reason of

conscicnce or religion. Reference: RCW 48.43.065(2)(a)

Ll

All provider contracts shall contan language holding the

enralled participant harmless should the Company fail 10 pay
for health care services. Refersnce: RCW 48 44.020(4), RCW

i

31

X

Lad
B

| 48.46.243(1) and (4), WAC 284-43.320¢2).
All provider contract forms musl be filed with and approved by
the OIC prior to use. Reference: RCW 4844070, RCW
48.46.243(3), WAC 284-43-330.

1l
b

b

Actra [eaith [ne./Aetoa Health of Washingron foe,
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It

. provider lo provide services for the duration of the period after

| from inpatient [acilitics. Reference: RCW 48.44.055(2), RCW

' STANDARD

PAGE | PASS

FAIL

Provider contracts shall contain provisions obligating the

an HMO or HSCS's insolvency for which premium payment
has been made and until the enrolled participant’s discharge

=8.406.245(2), '
| An HMO may not discnminate against a qualified doctor of

Ly

osteopathic medicine ard surgery solely because that '
pracliioner was board certified or eligibie under an approved

| osteopathic certifving board instead of under an approved
_ medical certifving board. Reference: RCW 48.46.575.

il
]
P

All provider contract forms must contzin and adhere to the
prescribed standards. Reference: WAC 284-42-320 through
WAC 284-43-340.

The definition of emergency medical condition must comply |
with required definitions. Reference: RCW 48 43.005(11),
WAC 284-43-130(6).

X

All plans must include every category of provider. Reference: |
WAC 284-23-205, RCW 48.43.045 |

Claims:

_#_STANDARD

1

PAGE | PASS

FAIL

The Company shall provide no less than urgent and cmergency
care to a child who does not reside in the Company’s service
area. Reference: RCW 48.01.235(3),

Lad

1, 2001, Reference: RCW 48.43.525(1).

_T?if(

The Company shall not retrospectively deny emergency or
nonemergency care that had prior authorization, Effective July

a7 X

The Company shall not retrospectively deny an individual |
arescription drug ¢laim that had prior authorization, Refersnce; |
RCW 48.44.465. RCW 28,46.533, |

e

37 X

The Company shall not deny benefits for any service p-n:r:"{}rma.i :
by a dentunist if the service performed was within the lawful

scope of such person’s license, and the agreement would have |
provided benefits il services were performed by a dentist. |
Reference: RCW 48.44.500, RCW 48.46.570, RCW 48.43.180 |

L=

The Company shall pav or deny 95% of all claims within sixty |
(60) davs of receipt. Effective November 11, 1999. Reference: |
WAC 284-43-321(2). |

Actra Health Inc. Actna Healtk of Washin gion Inc,

Market Conduct Examunation as of Decerber 11, 2001
Acina Armwnded Foaal Joe

Page 45




# | STANDARD ' PAGE | PASS | FAIL

6 | The denial ol any claim must be communicated to the provider
| or facility with the specific reason claim denied. Reference: | 37 | X
WAC 284-43-321(4). | ‘

7 | The Company maintains a documented utilizalion review
program with descriptions and conducts utilization review 38 X
within the prescribed format defined. Reference: WAC 284-43-
410, RCW 48.43.520, )

8 | The Company administers Coordination of Benefits provisions | 38 X

as required. Reference: Chapter 284-51 WAC,

Aema Health Inc. Aetna Health of Waskington Inc. Page 50
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APPENDIX 1

Advertising Standard #5:
The Company complies with the Washington Disability Insurance Advertising
Regulations. Reference: WAC 284-50-010 through WAC 284-50-230,

| OICID# | Company Form# Description  WAC 284-50-200
51 None | New York Times Ad (02-04-00) X
Azma Ieaith Iec./Actna Health of Washin ;mn_ﬁ':& o Page 51
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APPENDIX 2

Complaint Standard #5:

Response to communications from the O1lC must be within 15 business days of receipt of
the correspondence. The response must contain the substantial information requested by
the OIC. Reference: WAC 284-30-650. Technical Advisory T 98-4,

r OIC # (.'quunappeaﬁ# | # of Days to Complete Response |
4 73964 ?. 31
8 ' 76437 | 31 ]
20 8851 ] 33 ]
29 T 94913 17
31 _ 08747 ) 19 -
Aztna Health Inc. Aetna Health of ';-‘-".'ls]'.ir.gmn Inc, N B Page 52
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APPENDIX 3

Agent Activity Standard #1:
The Company ensures that agents and brokers are licensed for the appropriate line of
business with the State of Washington prior to allowing them to solicit business or
represent the Company in any way. Reference: RCW 48.17.060(1) and (2), RCW
48.44.011(2), RCW 48.46.023(2).

New Business/Tnforce Groups (HMO)

Agent Name [ Group License Date | HMO Appointment
Effective Date
_ Date )
Dam, My 7/1/01 None None
Watson W vatt 1/1/00 ~ None None
Shirilla, Jenmifer* | 70 39:98* | 52298

*Agent’s appointment was cancelled 271700, Agent’s license expired 3/5/00.

wotes (HCSC

1 Agent Name Quote Date  License Date | HCSC .-\ppﬁiﬁtment ]
! . i _ | Date |
Persing, Dyckman & 82301 102970 ‘ 2/5/98%
| Toynbee D M ]
*Agency license and appointment cancelled 5/12/01.
Quotes (HMVO)
'?gent Name Quote Date  License Date | HMO Ap_l:u_lii_lﬁmur
Sl . Date
Sundquist, Terri 7/6/01 None Nong B
Starkey, Chen | 713401 None None '
| Gigurere, Fabien Francois 73001 None None
Frawlev, Diane 73001 | None None |
| Persing Dyckman & Bi23/01 10/29%70% T/13/98% i
| Toynhee* M _ | | -
David & Wilson 9:13/01 None None
Coordinated Benefits ) -
=Agency license and appointment cancelled 5/12/01
Agtna Health Inc “Aeina Health of Washingion Inc. o . Pags 53
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Marketing Personnel (HCSC and HMO)

Name Title Marketing | WA State | HCSC Appt | HMO Appt
Dept Hire | License Date Date
Date Date

Acevedo, C Inside Sales | 2/5/01 3/22/01 4/13/02 4/13/01
Rep

Allen, D Acct Mgr 3/3/97 10/28/94 | 8/28/97 8/17/97

Amott, W Client Mktg | 10/5/98 6/26/98 7/8/99 8/10/98
Specialist

Armott, W Client Mktg | 4/9/01 6/26/98 6/14/01 6/14/01
Specialist

Battista, N Sr Acct Mgr | 4/27/98 10/9/98 7/8/99 12/4/98

Bennetsen, R Sales Rep 1/30/98 8/8/96 7/8/99 5/22/98

Bloomfield, A Acct Service | 9/21/98 6/10/98 7/8/99 8/17/98
Rep

Calozza, L Acct Mgr 9/11/00 11/29/00 | 11/29/00 11/29/00

Carreiro, J Sale Support | 10/2/00 5/3/01 5/21/01 5/21/01
Specialist

Carroll, C Acct 6/6/94 3/14/97 3/14/97 3/23/98
Executive

Demers, W Sr Acct Mgr | 4/19/99 3/6/97 7/8/99 7/13/99

Dennehy, D Acct 9/5/97 8/4/97 7/8/99 3/23/98
Executive

Erickson, G Acct 11/9/98 2/17/95 7/18/99 12/4/98
Executive

Gable, L Acct Mgr 4/8/96 3/18/91 7/8/99 3/23/98

Gowin, R Sales Rep 12/1/97 12/31/97 | 7/8/99 3/23/98

Gregson, J Sales Rep 1/26/98 3/25/98 7/8/99 8/17/98

Guiberson, H Sales Mgr 3/18/96 4/18/00 4/18/00 4/18/00

Halling, S Sr Acct Mgr | 10/5/98 11/2/98 7/8/99 12/11/98

Hesse, B Sr Acct Mgr | 1/26/98 4/13/98 7/8/99 5/22/98

Hickey, J Business 6/17/90 11/4/70 7/8/99 3/23/98
Development
Director

Houtcooper, M Marketing 2/1/99 6/3/99 7/8/99 7/13/99
Strategy
Analyst

Jackling, M Acct 2/2/98 10/27/89 | 2/26/98 8/17/98
Executive

Johnson, D Sr Acct Mgr | 10/14/96 11/10/97 | 2/8/00 2/8/00

Kalso, D Client Mktg | 3/2/98 11/16/88 | 7/8/99 5/22/98
Specialist

Actna Health Inc./Aetna Health of Washington Inc. Page 54
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I
| Name

Title Marketing | WA State | HCSC Appt | HMO Appt
Dept Hire | License Date Date
) Date Date |
Keaton, H i General Mer S.-’lf::_-'ﬂﬁﬁ | 7701 8/10/01 . flﬂ.-‘ﬂl
| Kitchin, W | Acct Exec | 2/23/0% | 7/1192 7/8/99 5/22/98
_Knutson, L | Acct Exec | 4/6/98 1 4730/98 1 7/8/99 | 8/17/98
Krebs, N CAcetMgr | 41999 4/14/99 /8/99 1713199
Kreiling, S Sales Mar | 10/6/97 1/5/98 T/8/99 3/23/98
Kussie, T Distriet Mer | 6:29:92 | 12/31/97 | 7/8/99 | 3/23/98
LeBrun, S St Acet Mgr | 319779 5/9/91  7/8/99 3/23/98
- Luscomb, M Sr Acet Mgr | 11/3/97 2/27/98 | 78199 5/22/98
Moore, K Sr Acct Mgr | 4/15/99 9/8/99 10/6/99 10/6/99
| Oyer, ] Acct OTL96 | 7499 | 12721799 7/14/99
| BExecutive o
| Packard, A AcctMer [ 3/16/94 /798 1 1/7/98 9/4/98
| Perrault, M Accl Mgr 1 2/1/95 | 6/3098 | 6/30/98 /4,98
| Persson, 8 | Acct Mgr 918/97 3998 | 7/9/99 | 5/22/98
Scheide, A [ Sales SIU8/98 [ 8/10/98 | 7/8/99 | 9/23/98
i Support
Product
‘ | specialist = =
‘ Seabrooks, N Business 2/1/01 8/1/01 . 827/01 8/27/01
| Development .
) ‘ Thrector . | ‘ _
Seabrooks, § | Aect 2140 /21,01 ‘ 4/2:02 47202
| Exccutive . !
| Smith, J Sr Acet | 6/22/92 8/10/98  7/8/99 9/23/98
_ Executive ! _
| Strickland, M Sales Rep 6/17/96 711/97 | 7/8/99 3/23/98
 Studer, P | SrAcctMar | 4/14/97 T8/97 | 7/899 | 3/23/98
Taggert, | AcctMer | 472798 72798 | 7/8/99 8/17/98
Toomey, D Busness Tz2amt | T/24/01 8/7/01 8/7/01
Development
B Du ector :
| VonReumont, K | Acct Service 1/24/04 {10/98 7/10/98 B/4/98
i Rep -
Wagmer, M Sales Mar | 3:2/08 32598 [ 7/8/99 5/22/98
West, | | Accr Service | 3/20/00 SI3/00 12/14/00 5/3/00
| Mar | | L
1'r]'r l:‘“flnh M | St Acct Mgr | 6/22/97 L 12/12/97 12/12/907 1| 9/4/98
"ﬁrllhdms C Sales Mgr | L1309 1/21/99 7/8/99 - 3/23/98
Winfield, M for of 102097 | 11720097 7/8/99 3/23/98

Acma Health Ine, Avtna Healeh of Washington .
Market Conduct Exarurarion as of December 31, 20411
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Name [ Title | Marketing | WA State | HCSC Appt | HMO Appt |
Dept Hire | License  Date Date '
| | Date | Date | 1
| ‘ Business |
. Services , \
Wright, S Acct 2/23/98 43098 ! 7/8/99 8/17/98 .
, | Executive ! | |

Actna Health [neAetna Health of Washington Inc,
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APPENDIX 4

Agent Activity Standard #2:

The Company ensures that agents are appointed to represent the Company prior to
allowing them (o solicit business on behalf of the Company. Reference: RCW
48.17.160(1). RCW 48.44.011(2), RCW 48.46.023 (2).

New Business/Inforce Groups (HMO)

Agent Name Group | License Date  HMO Appointment |
E ffective ‘ | Date
i Date | ) | _
Hefferman Insurance 11/1/00 31291 | None
| Brokers _ | i | : - _
_Krebs, Nicole ] | 9100 T 41499 | None*

*Agent held appointment from 7/13/99 to 6/1 2/00. Appointment cancelled 6/12/00, Case
written after appointment was cancelled.

Quotes (HCSC)
Agent Name Quote Date  License Date  HCSC Appointment
| | | Date _
Wood, Jolene (Ralcigh ‘ 72601 L1199 | None |
Schwarz & Powell) - |
| McGrath, Wendi (Raleigh 1078741 3499 None '-
Schwarz & Powell) I N | | _ !
Johnson. Shelly | 73001 r 2/1/0] | Nong ]
Ouotes (HMO)
' Agent Name Quote Date  License Date | HMO Appointment
. ‘ _ Date
MecCrary, Stachia (Raleigh | 7/23/01 812898 | None
| Schwarz & Powell) | i _
| Wood. Jolere {Raleigh  7/26/01 | 1173799 None
Schwarz & Powell) | _ | =
| Johnson, Shelly 7/30:01 |20l None |
Oshomn. Bonnic L. | osal 27501 None |
Acina Health !I'.I_';i\_f-:;':l_i-'.rc-;l.:l.t of Waslington l;'.-.'. - . : Pape ‘T .
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APPENDIX 5

Provider Contract Standard #3: All provider contract forms must be filed with and
approved by the OIC prior to use. Reference: ROW 48.44.070. ROCW 48.46.243(3), WAC
284-43-330,

[OIC 1D #

i I‘l-:-ﬁrip_i_iyn__ -
Virginia Mason Medical Center

8]
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APPENDIX 6

Provider Contract Standard #2: All provider contracts shall contain language holding the
enrolled participant harmless should the Company fail to pay for health care services.
Reference: ROW 48.46.243(1), ROW 48.46.243(4), WAC 284-43-320(2).

OIC D # ' Form # | Description

i 54,512,835 . WA'Physician Group 4 (10/98) Physician Group Agreement

SS, 816, 524, 827, | 3818006600020, AGM/8.29.97 Physician Group Agreement
532,836 |

S7.510 [WAPCP 12(11/96) Primary Care Physician Agreement
59,515, 539,542 | WA'Physician Group 5 (5/00) | Physician Group Agreement
| §13, 833, 846 WASPEC 3 (12/97) Specialist Physician Agreement
| 514, 847 WAProvider 1.2 (11/96) Provider Agreement
SI8, S26 WASPEC 1.2 (11/96) Specialist Physician Agreement
519, 528 WA'Physician Group 6 (401) Physician Group Agreement
| $20, 8§37, 840, WA'SPEC 1.0 (11/96) Specialist Physician Agreement
S44, 545, $49, |
§50, §52, 853, I
554, $56 | |
334 ] | WALPA 3 (12/97) [ndependent Practice Association

Aetna Health Inc.‘Acma Health of Washingon Iac., Page 59
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APPENDIX 7

Provider Contract Standard #6: All provider contract forms must contain and adhere to
the preseribed standards. Reference: WAC 284- 43-320 through WAC 284-43-340.

[OICID # Form#& ) Deseription ' ]
. SI IRIBOGEMASVM. DOC/7.23.97 v irginia Mason Medical Center
| Master

'$5.516, §24.627. [ 38180'66.00020, AGCM/8.29 97 J Ph}-siu::au_ﬁmup Agreement
531, 852, §36, 855

' §7.510 ' WAPCP 12(11/96) ﬁmmwt;thummnAwummﬂ
5[4 [ W A'Provider 1.2 | 11,96 | Provider Agreement

820, S37, S40, WA'SPEC 1.0 (11/96) Spectalist Physician Agreement '
Sdd, S45, $49.
550, 8§52, 853,

S54, 836 B
[S18,526. 547 WA'SPEC 1.2{11.96) Specialist Physician Agreement |

_S13,833. 846 | WA'SPEC 3 (1297) Specialist Physician Agreement

334 WAPA 3(12/97) . Independent Practice Association

S8 ] WAPCP 4 (10/95) Primary Care E‘rn sician Agreement

521,529, S48 WASPEC 4 (10/98) Specialist Physician Agreement

54, §12, 8§35 | WA Physician Group 4 (10/98) | Phxsumn eruup Auareement

525,541,543 W WA\Provider 4 (3/99) Provider Agreement
| S30 W, Al Provider Group 4 (3/99) | Provider Group Agreement

559 WA Anc: llary 4 {3/99) Ancillary Services Agreement |

52.86,S11,S813, | WAIPAIT 4 (4/99) Independent Practice Association

SI7 -

S9, S15, 839, 842, | 1.,1,, A'\Physician Grnup 5 (5/00) Physician Group Agreement

S46_ |

| §23 "ﬂr",f'\"-.ﬁpec 6 (12/00) Specialist Physician Agreement |

.‘3 19, 528 _ WA Physician Group 6 (4/01) | Physician Group Agreement

528 WA Facility 6 (2101) Facility Agresment

557 WA'BHCAII | i1/98) Behavioral Health Contractor |
i — Agreement |

Missing Files

OICID # | | PROVIDER | ]
| 522 5§51 American Whole Health Network !
| §58 Bailey Boushey House '

Aetna Health Inc. Astnn [‘Lu]t|‘.| of Was. ;'I."]l]r] o Ine, . ”.F_i,i_g: fi
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APPENDIX 8

Provider Contract Standard #7: The definition of emergency medical condition must
comply with required definitions. Reference 48.43.005(11), WAC 284-43-130(6).

"OICID # Formé#  Description )
1.8l IS 18066 MASVM.DOC:7.23.97 | Virginia Mason Medical Center

S5, 516,524,827, | 35180'%66.00020.AGM:32997  Physician Group Agreement
S$31. 832, §36. 855 |

$7,.810 | WA'PCP 1.2 (11/96) Primary Care Physician Agreement
Sl4 | WA'Provider 1.2 (11/96) Provider Agreement
S20, 537, §440, WASPEC 1.0 (11/96) Specialist Physician Agreement

544, 545, 549,
S350, 852, §53,

| 554, 856

| 518,826,847 | WA'SPEC 1.2 {11/96) ' Specialist Physician Agreement

| S13, 833, 846 WA\SPEC 3 (12/97) | Specialist Physician Agreement

| 534 WAMPA 3 (12/97) Independent Practice Association
541, 843 WA Provider 4 (3/99) ) - Provider Agreement !
- S30 | WA Provider Group 4 (3/99) Provider Group Agreement

| 825, 8§59 | WA'Ancillary £ (3/99) Ancillary Services Agreement

| 528 | WA Facility 6 (4/0L) Facility Agreement

' §57 WABHCAITT {198 Behavioral Health Contractor
' | Agreement

Actna Health Ine./ Actra Health of Washington Tne. Page 61
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Fax [318V932-5570

Via LPS

March 6, 2003

James 7. Odiorne, CPA, JD
Deputy Insurance Commissioner
Company Supervision Division
3000 Capitol Boulevard
Tumwater, WA 98501

Re: Report of Market Conduct Examinatian
Aetna Health (ne., NA[C #93484
Actna Health of Washington Ine, NWAIC £47060

Dear Mr. Odiome:

We arz in receipe of the draft report of the =xaminarion for our review of the factual matera] presented therein and
have the following comments and correciions.

tn General Examination Standard 22, it is stated, in par, thet the Companies wers not abie to readily produce
documents requasted by the sxaminers and tat of the 2| additicnal ‘nformanion requests, the Companies required
extensions on 11 in order to gatner the reguested information.  The stanutcry references given for this standard do
oot address fimeliness stanclards but instend require companies 10 submit thewr books and records relating to their
operation for firancial condition and market conduct examinztions and in every way facilitate them., The
Campanies believe that they achzred 10 this standard.

Timeliness smndards are addressed under WAC 282-30-6350 and give cantiers 15 business days Tom receipt of an
ingtiey to respond 1o de inquiry.  We are assuming rhat dhis standacd also anplies %o requests made during the
course of a marker conduct examinanons. [ this is correcs, the QIC did not adbers ta its awn siandards when
requesting thase 11 items of additicaal information fom the Companies. The Companies were initally given
thirteen to twenty-oné calgndar davs 'o respond o raquests for nformation, which did mot take into account the fact
thar it took up 12 six days aftes the raquest date for us 1o ressive the request.. Nonetheless, we adhered 2o he OIC-
reguested timeframes or to the extznsions in vumeally =very case, and since the standard is 15 business (as opposed
1 calendar) days, we believe we me the timefiness requirement of the law, Therefore, we do nat believe that the
Companies should have Siled this standard.

The Companies also failed Company Operations & Management Standard 83, This {4 based on the examines's
conclusiom that including Norman Seadrcoks, a member of the plan, on tie board does not fulfill the requirsment
that the board membership consist one-third of consumes who are represanmative of the 2arolled population. The
two gitations upon which this cenelusion 5 based do not explicitly profibit eompany emplayees fom fulfilling this
rols The Companies would respectiullv sugzest that this findmg be considersd a “pass with comment” rather than 2
fayl,

The Companies would like o comment on the findings with regard %0 Agenr Activiry Standards 1 and 2. The

findings are based, in par, upon the examiners” conclusion that some 2gents were not licensed, and some were not
appointed, until after their positions with the Company started
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The relevant statuie sections state, however, “no persaa . shal aet as or huld bimsel § out to be an azent...” unless
then licensed {“appainted” | by the msurer It 1s our position that the mere hiring of a person ducs not equate Lo that
person’s “helding themselves our” as an agent, It |5 the senvities undertaken by that individual that determing
whether licensure ar appeintment is requirsd,

Lastly. we would like 0 make the failowing corrections.

There has been a chaage in the Company Management & Operonons information provided 1o the Office of
insurzncs Commussioner {OIC) earticr during the sxamination process.

Thomas Ryan Williams was removed as 3 member of the board of dirzctors of the Washingon companies beng
sxamined effecrive January 6, 2005 and was removed as President effectve lanuary 14, 2003,

Ellen Suzanne Daly has ben appointed as 2 member of the board of directors of the Washingran companles being
examined effective January 6, 2003 and to the nosition of Presidenr offictive January 14, 2003,

There is a cormecton fo the Company History. Prudential Healthcars was not acquired brv Aetna unti! Augast 6,
1999. Ther= i3 als¢ a comechor, o the grievance and appeals process,  Thers are only thres icvels 1o this process.
Wz have no other comments on e ficts presenied

Sinceraly,

g/ Et owe

iance Manager
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